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INTRODUCTION 
During the last decade and a half international trade has assumed new 
importance. Not only is it considered necessary for maintaining sustained 
and progressive growth in the national output for many countries, but it 
is also essential for maintaining domestic employment levels. A classical 
example of nations economy depending on foreign trade is that of the United 
Kingdom, where exports account for about 14 percent of the gross national 
product, a close correspondence is observed between export earnings, domes­
tic employment, domestic income and finally the imports. Many other Euro­
pean countries and Japan in Asia are in similar position, though not to 
the same extent. The other extreme can be found in the United States (U.S.) 
where the export earnings form only a small part of the gross national pro­
duce (4 percent). The U.S. domestic economy is not dictated by foreign 
trade due to size and versatility of the domestic economy and high domes­
tic demand for the domestic output. 
The benefits of international trade were well understood by the trading 
nations in the early part of this millennium. But after the publication of 
Wealth of Nations by Adam Smith the idea gained universal acceptance. Adam 
Smith showed rigorously and convincingly that division of labor and speciali­
zation brings gains to people of importing and exporting parties and free 
trade is essential for its realization. With the developments in the theory 
of comparative advantage international trade assumed almost necessary status, 
for it was seen through the comparative advantage that free trading between 
any two countries as being gain to both. 
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The actual practice of international trade however was neither solely 
conducted on laissez-faire basis, nor was the exchange based on the princi­
ples of comparative advantage. Establishment of overseas colonies by the 
European countries and increasing use of force in trading activities by 
the colonists resulted in trade domination at the expense of free trade. 
Colonies and the backward countries were the worst hit in the struggle, 
due to adverse terms of trade and the resultant economic exploitation. 
The severe depression of the thirties effected the colonies severely. 
The slackening of demand resulting in widespread unemployment in the de­
veloped countries resulted in a great fall in the import of raw materials, 
mostly agricultural, and food items from the colonies and underdeveloped 
countries. Since agricultural output generally does not adjust itself 
over a short period, to market conditions, due to characteristics such 
as fixities, commitments and irreversibilities, the economy of the pri­
mary exporting countries were dealt severe damages. As a result there were 
even significant negative capital formations. Through international trade, 
therefore, the depression was transmitted from country to country. There 
were many efforts toward recovery in the developed countries, mostly in­
corporating Kenesian prescriptions in various forms. But there were no 
such worthwhile efforts in the backward and primary goods producing coun­
tries, including the colonies. The recoveries in the advanced countries 
were also not transmitted to the colonies due to increased trade restric­
tions designed to safeguard the colonists. 
The depression caused the terms of trade of primary goods exporting 
countries to become even worse. For the seven years 1931-1937, the average 
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price of agricultural exports was 57 percent below the 1929 level while the 
average volume of non-agricultural exports was 25 percent below (44, p. 6). 
The low price of primary goods, particularly the farm products, continued 
even during the recovery phase. The effects of adverse terms of trade were 
that the less developed countries could not develop new industries and re­
habilitate the sick ones due to relatively high cost of imported capital 
goods. 
The Second World War was even a greater blow to the less developed 
countries. Even the surviving exports were hit due to war. In addition, 
there were large scale destructions, particularly in Southeast Asia, of 
productive assets like farms and plantations. 
Contrary to the expectations of liberal trade conditions after the 
Second World War, the international trade has actually grown more restric­
tive. The restrictions have harmed most the countries exporting farm com­
modities. Curiously enough import restrictions on farm goods are imposed by 
highly developed countries where agriculture is relatively unimportant in 
the national context. 
The presence of import restrictions in primary commodities by the de­
veloped countries has greatly impaired the recovery and growth of the de­
veloping countries. The developing countries are faced with a multitude of 
problems; important among them being; 1) low per capita income, 2) high 
population density with high rate of population growth, 3) low capital base 
and low development of social overheads, 4) large number of unemployed, both 
involuntary and disguised, and 5) low degree of resource development. 
Though there is considerable scope for developing agriculture, this alone 
4 
is not enough to trigger development. Further, there are a large number of 
unemployed needing employment. Additional employment needs to be in acti­
vities other than the farming as agriculture in most countries harbors a 
large number of underemployed. The future therefore lies in the rapid de­
velopment of secondary and tertiary sectors which is possible only with 
large investments in resource development and social overheads. Both ma­
chinery and equipments and technical know-how from advanced countries would 
therefore be necessary. The magnitude of such flows depends on the amount 
of foreign exchange at the disposal of the developing countries which in 
turn is a direct function of terms and volume of export trade. It may 
therefore be seen that the tempo of economic development, ignoring for a 
while the foreign aid, in the developing countries is very much dependent 
on foreign trade. 
Scope of the Thesis 
The following study attempts to examine some broad aspects of inter­
national trade as between developed and developed countries in recent times 
(post 1950) with an aim to understand the structure of foreign trade in 
relation to commodity composition, direction of flow, terms of trade, etc., 
and study the same in relation to some macroeconomic variables such as 
national income, cost of living index, growth rate, etc., in developing 
countries. Though there is considerable literature available in the field 
of international trade, there has not been a study based on recent data 
linking international trade with economic development of less developed 
countries. Further, the conditions are so fluid and ever changing due to 
changes in tariffs, agreements, quotas, custom unions, etc., hardly any 
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study, however recent it may be, that can be considered up-to-date. 
Changing domestic as well as international politics renders the rate of 
obseletion very high, thereby necessitating more frequent studies. Tech­
nology is yet another factor aggravating the problems, and adding to un­
certainty caused by developments in substitutes, and changes in input 
mixes. By and large, the present study will revolve around the develop­
ments in international trade and its effects on economic development in 
developing countries. 
Objectives 
The main objective of the study is to examine the structure of foreign 
trade since 1950 between developed and developing countries with respect to: 
1) Commodity composition of exports from and import into developing 
countries with special emphasis on export of agricultural com­
modities and import of capital goods; 
2) Terms of trade with respect to price and quantity; 
3) Direction of trade; and 
4) Determinants of foreign trade in developing countries and rela­
tionship, if any, between GNP and other macro-variables and 
foreign trade. 
Finally a case will be made for freer imports into developed countries and 
the effects of such a policy on economic development of developing and de­
veloped countries through multiplier and accelerator effects. 
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Definitions 
In the process of analysis and discussions, a number of terms related 
to trade and economic development have been used. The meanings of many of 
these terms and phrases are more or less self-explanatory, yet they have 
been used in the literature by different writers to mean not exactly the 
same thing. In order to be consistent and uniform, the terms have been 
used in the thesis in different places to mean the same thing. As far as 
possible, the meanings and definitions of the terms used here are the same 
as in the United Nations' publications or other international institutions 
like International Monetary Fund, etc. The meanings and definitions of 
some of the important terms are given below: 
1. Quantum and unit value index numbers: The indices indicate the 
changes in the volume of the aggregate merchandise imports or 
exports (quantum) and average prices of the aggregate merchan­
dise imports or exports (unit value). Each index number repre­
sents a change in volume or price between the period which the 
number refers, i.e., the current period and a fixed period (base 
period). 
2. Terms of trade: Unit value index of exports divided by the unit 
value index of imports. 
3. Primary commodities: The commodities that need processing before 
final consumption or inputs for the manufacture of other items. 
All unmanufactured commodities like agricultural products, ores 
and minerals, and similar raw material come under this category. 
Most of the commodities according to the standard international 
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trade classification (SITC) listed in sections 0 - 4 in Yearbook 
of International Trade (56) come under this category. 
4. Manufactured commodities: Commodities according to SITC listed in 
s e c t i o n s  5 - 8 .  
5. Value of exports and imports are in terms of f.o.b. and c.i.f. re­
spectively. 
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FRAMEWORK OF THE STUDY 
The study is intended to bring out the latest developments in inter­
national trade of developing countries with a view to understand the im­
plications of such developments on economic development in developing coun­
tries. The analysis is broadly confined to the post-war period. 
The study begins with an analyses of developments and changes in the 
commodity compositions of imports and exports of developing countries and 
then proceeds to examine the directions and geographical distributions of 
trade. Terms of trade and factors determining foreign trade are also 
examined in the course of the study. On the basis of these findings the 
study attempts to review trade policies that are beneficial to both de­
veloped and developing countries. 
With a view toward keeping the study within feasible limits, specific 
discussions have been confined to few representative countries, groups of 
countries and commodities. The criteria for choosing a country for dis­
cussion were largely economic, i.e., developed and developing, confirming 
to the groupings adopted in the International Monetary Fund publications 
such as International Financial Statistics (26). On this basis, the United 
States, Canada, the countries in Western Europe, Australia, New Zealand, 
South Africa and Japan fall under the developed category while the rest of 
the world is taken to be less developed. The centrally planned countries 
are dealt with separately. Since the few countries that are chosen for 
analysis and discussion are broadly representative of developing countries 
furthering economic development the implications flowing out of the develop-
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merits would have wider applications. An understanding of the developments 
and their implications would be useful in formulating development programs 
in similarly placed less developed countries. 
Rationale 
The analysis of commodity compositions (Ch.Hi) of imports and exports 
is done with a view to understand the nature of changes in commodity struc­
tures entering the trade of developing countries. The composition of com­
modities entering the trade of a country gives some idea regarding the 
domestic economy of a country and also indicates both weakness and strengths. 
The changes in the domestic economy and priorities are also reflected in the 
changing commodity compositions. Economic development in developing coun­
tries is yet another factor contributing to changes in import and export 
compositions. There are evidences of changes in favor of employment and 
skill oriented exports and industrialization biased imports in developing 
countries. The study of commodity compositions would help in understanding 
the trends and extent of such changes. When considered along with prices 
and terms of trade, the study of commodity composition is also useful in 
policy decisions on priorities in the development of industries based on 
considerations such as export creation, import substitution optimum use of 
limited export earnings, etc. 
The analysis of trade direction (Ch.IV) is done with a view to seeing 
the changes in the direction of exports and imports. Some economists have 
hinted at possible benefits and disadvantages in trade concentration or 
domination (2, 9). The analysis of trade direction would therefore help in 
assessing the validity of such views. The results would be useful to 
developing countries in formulating their trade policies. 
Terms of trade (Ch. V) is an important indication of trade perfor­
mance. Study of trends in volume and unit values of exports and imports 
along with trends in commodity compositions and trade directions enable us 
to understand the weaknesses and strengths in the external trade structure 
of a country and thus help in formulating necessary changes in the trade 
policies. 
The analysis of terms of trade along with commodity compositions and 
trends in volume and unit values of imports and exports are also helpful in 
understanding the relative advantages of a country with respect to various 
export industries. The trends in import prices are an indication of changes 
in technology, import prices and other production costs, relative advantage, 
etc. and are useful in the choice and timing of industries in developing 
countries. 
The study also attempts to understand the determinants of trade (Ch. 
VI). Since international trade is determined by a multitude of factors, 
only the supposedly important ones are treated with detailed discussions. 
As farm products are important in export trades of developing countries, 
agricultural exports are treated in greater detail. Additionally, the 
study also attempts to evaluate the scope for increasing the export earnings 
in developed countries through stabilization of existing exports and de­
veloping export trade in newer items. As trade policies in importing coun­
tries are major determinants of exports, an attempt has also been made to 
examine import policies in developed countries with respect to their bear­
ings on imports from developing countries. 
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There are many evidences of relationships between some macrosconomic 
variables and international trade components. The relationships are only 
suggestive and not conclusive. Correlation analysis is employed in this 
study to assess the relationships. The results of analysis are expected 
to lend further support to some of the conclusions. The results may to 
some extent be useful in policy decisions. 
The Chapter VII integrates the findings in the preceding chapters 
and sorts out important policy implications. Basing on the findings of 
previous chapters. Chapter VIII attempts to formulate trade policies bene­
ficial to both developing and developed countries. A demonstrative mathe­
matical model is also presented to show the benefits from such policies. 
The analyses attempted in the study are intended to bring together 
some of the major problems that are being faced by the developing coun­
tries in their development efforts due to changes and developments in 
the international trade and relations. It is generally agreed that de­
veloping countries by themselves would not be able to accomplish economic 
development and growth (57). There is also increasing awareness in the 
developing countries regarding the consequences of slow and inadequate 
progress. Some of the consequences of slow progress are, growing 
unemployment, growing discontentment, and growing disparities between 
the peoples in developing and developed countries. There is growing 
awareness in the developed countries of the problems of developing coun­
tries. Many developed countries have also admitted responsibilities in sol­
ving the problems of less developed countries by offering aids in various 
forms (material, financial, technical, etc.). However, the aids from devel­
oped countries have not been well integrated into the systems of developing 
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countries. The aids from developed countries so far have not resulted in 
self reliant and sustaining economic developments in developing countries 
due to piecemeal approach to the problems. Growing dependence by developing 
countries on external aid for financing the imports in post-war years is a 
result of such piece meal policies. If aids have been properly integrated 
with trade, the developing countries would have increased their export 
earnings thereby enabling them to import more and at the same time reduce 
the need for foreign assistance. 
Free international trade is an important indicator of economic ef­
ficiency of a country. Efficiency in domestic production in relation to 
other countries is indicated by the trends in exports. Trends and compo­
sitions of imports reflect priorities and profitabilities. When there are 
obstacles to free trade we are not able to assess the relative advantages 
of goods in different countries. The present study attempts to examine in 
detail the obstacles to free trade as effecting developing countries. 
Since trade obstacles reduce both volume and value of goods traded, the 
adverse effects of such restrictions are considerable in developing coun­
tries. 
Based on the results of these analyses, the study would attempt at 
specific policy recommendations, with a view to develop trade between de­
veloped and developing countries so as to turn international exchange into 
an effective instrument and means of economic development in less developed 
countries. 
There are no unique theories in international trade relating to eco­
nomic development. Inferences and conclusions arrived in the study are 
based on a number of related studies and observations. Attempt has been 
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made in this study to integrate and interpret some of the major aspects of 
international trade and their developments in recent years so as to arrive 
at some basis for future policy actions. 
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COMMODITY COMPOSITION 
International trade is expanding very rapidly since the end of the 
Second World War. The total world exports (not counting the centrally 
planned economies and a few other countries) were at $164,000 million in 
1964 while the imports were even higher at $173,000 million as against the 
imports and exports of less than $60,000 million (each) in 1950 (Table 3.1). 
This works out to an annual rate of increase of about 12.4 percent for ex­
ports and 12.6 percent for imports. The rate of increase in both imports 
and exports was much greater than the growth rate in 1) population, 2) the 
national product, and 3) domestic investment in any country in the world 
for the same period. The total imports exceeded exports during the period 
by about 5 percent, with a high of about 8 percent (1952) and a low of about 
2 percent (1953). The deficit appears to be on the increase - from 4.5 per­
cent in 1950 to 5.2 percent in 1964. 
An attempt is made below to analyze the commodity composition of 
foreign trade flowing from and into the developing countries since 1950. 
While analyzing, the individual items have been aggregated into commodity 
groups with a view to bring out, if any, certain features that bear implica­
tions on economic development in developing countries. 
Commodity Composition of Exports 
Agricultural commodities in international trade 
The number of agricultural commodities internationally traded are very 
large. The F.A.,0,'s Trade Year Book (46) lists about 200 major agricul-
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Curai commodities in this category. The total value of the agricultural 
products exported from principal countries in 1963 was about 30,000 million 
in U.S. dollars, which was an increase of 12 percent over the 1959 level of 
exports (Table 3.2). 
Agricultural products formed about a quarter of the total world ex­
ports^  of $115,811 million in 1963. While the proportion was over 50 per­
cent before the beginning of the Second World War, the ratio tended to de­
cline since the cessation of war and particularly since 1959. Though the 
total exports have increased by 12 percent during 1959-1963, the share of 
agricultural products has declined from 29 percent to 25 percent. The 
reasons for this are many. Efforts toward domestic and regional self-
sufficiency, developments in technology resulting in a shift in the pro­
duction function in the importing countries, substitution of natural pro­
ducts in favor of synthetics, economic growth and higher income elasticity 
of non-food items in developed countries and above all, the adoption of 
excessive protection policies by even the most advanced countries are some 
of the major contributory causes for the declining importance of agricul­
tural commodities in international trade. 
Among the agricultural commodities, food and feed accounted for the lar­
gest proportion, constituting about two-thirds of the total. The rest is 
accounted for by commercial products and raw materials like cotton, jute, 
etc., and forest products. The food and feed exports have shown an im­
pressive rate of 5 percent annual increase while the same has been 4 percent 
a^jor exporting countries as listed in the Trade Year Book of the 
F.A.O. (46). See also the footnote in Table 3.1. 
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in the forest products. The commercial crops (other agricultural products) 
however have shown a decline from a total export of $7,038 million in 1959 
to $6,587 million in 1963, a fall of about 6 percent. The non-agricultural 
products during the same period rose by 35 percent to $86,308 million, and 
increased the share in the total trade by 5 percent (Table 3.2). 
What we have discussed so far is an aggregative picture of the very 
recent past. A reasonable level of disaggregation and selective treat­
ment would bring out a clearer picture which would be helpful in drawing 
some useful conclusions as well as some policy implications. In order to 
make the study manageable, the commodities chosen are restricted to only 
the major ones as listed in the International Financial Statistics (26) 
and the United Nations Yearbook of International Trade Statistics (56). 
The individual items are aggregated into a number of functional groups with 
the broader objectives of the study in view. As a consequence, the ele­
ments as well as the sets (groups) in exports and imports are not identi­
cal. Further, this approach was found necessary in view of significant 
export diversifications that have taken place during the last ten years. 
The export groupings are therefore: 1) food and feed, 2) crude mater­
ials (industrial raw materials both agricultural and non-agricultural such 
as cotton, jute, iron ore, etc.), 3) mineral fuels, 4) chemicals, 5) manu­
factured goods, 6) machinery and 7) miscellaneous items (SITC Code 8). 
As the number of developing countries are very large, a few typical 
or representative countries from each continent or region are chosen. While 
selecting these countries, bias is introduced in favor of the country's 
position in international trade, relative political and economic stability 
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and development efforts pursued by the country. The countries thus chosen 
are Mexico, Brazil and Peru from the Americas, India and Malaysia from 
Asia, and the United Arab Republic (Egypt) and Ghana from Africa^ . 
The total world exports have gone up considerably since the end of the 
Second World War. The exports have grown at a rate of 12,4 percent per an­
num (Table 3.1). The growth has been consistent and steady. The picture 
is not however the same regarding commodities or groups of commodities and 
again between the countries. Significant divergencies have been observed 
in the export demand for various commodities. The divergence could be at­
tributed to many factors such as income and price elasticity of demand for 
the product in both exporting and importing countries, the production func­
tions and prices of factors and products, the nature of relationship between 
commodities as to degrees of substitutability and complementarity, and tech­
nological developments. 
Exports of food and feed 
In some countries the shares of food and feed to total exports have 
risen significantly, while in a few others, they have declined or remained 
stationery. The countries where significant increases have been observed 
are: India, Mexico and the U.A.R. (Table 3.3). The rise in the share of 
food items in India is largely due to rise in both quantity as well as 
price of tea exported and sugar entering export market in a significant way 
since 1960. The export of tea has gone up from 199 thousand tons in 1950 to 
Pakistan was originally chosen by later abandoned owing to lack of 
comparable continuous statistics. 
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216 thousand in 1963, an increase of 9 percent, while the value has gone up 
from Rs. 799 million to 1,270 million, a rise of 59 percent, India was 
not exporting sugar in the early fifties but was exporting substantial quan­
tities in the sixties. In 1963 and 1964, the values of sugar exports were 
Rs. 271 million and 192 million respectively. In addition there were sig­
nificant gains in the exports of cashew kernels and raw tobacco. The export 
of cashew kernels rose from 26 thousand metric tons in 1950 valued at Rs, 
86 million to 56 thousand metric tons valued at Rs. 291 million - an in­
crease of 115 percent in quantity and 238 percent in value, while that of 
unmanufactured tobacco rose from 59 thousand metric tons valued at Rs. 42 
million to 78 thousand metric tons valued at Rs, 243 million. 
In the case of Mexico gains were recorded in a number of commodities 
since about 1960, The increases were most impressive in cereals particu­
larly wheat and maize, Wheat rose from almost nothing in 1962 to 72 thou­
sand metric tons valued at 62 million pesos in 1963 and 576 thousand metric 
tons valued at 447 million pesos in 1964, a seven-fold increase both in 
quantity and value in just two years. Other major items that contributed 
to the increase are fruits and nuts (fresh), vegetables, sugar and maize . 
(Table 3,4), 
Large increases in the exports of rice particularly since 1960, have 
been responsible for rise in the food and feed content in the total export 
trade of the United Arab Republic, The exports rose from 166 thousand met­
ric tons valued at 7,35 million pounds (Egyptian) in 1950 to 280 thousand 
metric tons valued at 9.83 million pounds in 1960, to 527 thousand metric 
tons valued at 30,36 million pounds in 1964, The domestic production of 
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rice during the period rose from 1,242 million metric tons in 1950 to 1,426 
million in 1960 and to 2.213 million in 1964. 
Export proceeds from food have risen considerably in Peru and Malaysia. 
The export earnings from food and feed have gone up from 443 million soles to 
2708 million during 1950-1964 period in Peru, an increase of about 600 per­
cent. The increase however is about the same as the increase in the total 
export earnings during the period. Large increases in the exports of sugar 
since 1959 and of fish since 1955 (both to the United States) and coffee 
since 1957, have contributed largely to the expansion of the export trade 
on food. In Malaysia on the other hand, the food exports have not kept 
pace with the other exports. While the total export earnings have gone up 
from 1885 million Malayan dollars to 2781 million during 1958-1964 period, 
the food and feed items have increased their earnings by only 19 percent to 
216 million Malayan dollars. Among the commodities, fish and fish products 
have shown large increases in export earnings. 
There has been a decline in the exports of food items from Ghana. Since 
the earnings from food items (mostly cocoa) form about three-fourths of the 
total export proceeds, the fall in exports may have adverse effects on eco­
nomic development. Ghana had a virtual monopoly in supplying cocoa to the 
rest of the world till recently, but of late there are a number of other 
African and a few South American countries in the field. With the income 
elasticity for cocoa being in the neighborhood of about 1, rising income in 
the Western world could have been a source of steadily increasing export 
revenue foar; : Ghana, but such hopes are not being realized due to competition 
from similar developing countries. The situation however could be improved 
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in terms of higher demand and higher export earnings if the importing coun­
tries, which are mostly developed and high income ones reduce the import 
duties and internal taxes. Cocoa has a price elasticity of demand ranging 
from -0.25 to -1.0 in the western world where it is mostly consumed.^  A 
study by the F.A.O. (45) projects the increase in the demand or consumption 
of cocoa to a total of 1.112, 1.127 and 1.157 million metric tons by 1971 
from the relaxation of import and internal taxes by 20 percent, 50 percent 
and 100 percent respectively as against the current level of consumption of 
about a million tons. 
Among the countries studied her<=>, Brazil is the only one where the 
total export earnings as well as the value of the food exports have shown 
a steady decline. Total export earnings have declined from $1,562 million 
in 1956 to $1,430 million in 1964 and the food items in the same period from 
$1,202 million to $953 million. Coffee, the principal export item, dropped 
from its peak export earnings of $1,088 million (0.933 million metric tons) 
to a low of $760 million (0.896 million metric tons) during 1953-1964 per­
iod. The value and quantities of every food item exported from Brazil have 
declined. Some commodities such as rice and maize, have almost disappeared 
from export trade while many others like sugar, cocoa beans, are showing 
declining trends. The inflationary conditions in the domestic economy is 
largely to be blamed for this situation. Inflation has made Brazil's ex­
ports expensive and non-competitive in the importing countries. 
Canada and U.S.A. -0.25, W. Germany, Australia, New Zealand and 
Benalux countries -0.5, Austria, Sweden, South Africa -0.6, France, Fin­
land, Norway, Spain -0.7, Greece, Italy, Portugal, Japan -1.0 (45, p. 193). 
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Exports of crude materials 
The proportion of exports of crude materials such as hides and skins, 
raw cotton, jute and other fibers, mineral ores, etc., used largely as raw 
materials have more or less remained stationary in all the countries except 
Ghana and the United Arab Republic. In other words, the exports of these 
basic raw materials have kept pace with the general trend of exports. In 
Mexico the value of these exports has gone up from 4,339 million pesos to 
13,166 million during the 1950-64 period. In Brazil, the earnings have re­
mained constant, similar to the trend in total export earnings. The rate 
of increase is the same as that of total export earnings in India, Peru, 
and Malaysia. However, the commodity compositions have changed in favor 
of mineral ores at the expense of agricultural items. 
It is seen that the exports of mineral ores are on the increase in 
many developing countries and consequently, the share has gone up in the 
total composition of raw materials. Significant gains have been in iron 
ore exports from Peru. It has gone up from 153 million soles in 1955 to 
1,043 million in 1964, increasing its share from 3 percent to 6 percent of 
the total export. In India it is equally impressive - from Rs, 63 million 
in 1955 to 388 million in 1964 or from 1.1 to 4.6 percent of the total ex­
ports (Table 3.6). 
The development of mineral ore extraction industries in less developed 
countries is timely since this has helped to maintain the export earnings 
which otherwise would have declined due to the steady fall in the export 
earnings from the traditional items like food, feed, and agricultural raw 
materials. But such developments have some implications that need to be 
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looked into. One such implication is in the employment aspect. The mining 
industry is highly capital intensive and heavy investments are needed for 
development and operation in the form of transport equipment and mining 
and handling machinery. The amount of employment therefore tends to be 
low. Small employment thus created does not make much dent in the unemploy­
ment situation, which is a serious problem in most developing countries. 
Furthermore, in order for these industries to be internationally competitive, 
expensive modern equipment and frequent modernization changes are necessary 
which would mean both import of machinery as well as technicians. The net 
foreign exchange earned therefore is much lower than what it would other­
wise appear to be. The net earnings end up even smaller if the mining and 
exporting firms are foreign owned or financed.^  In contrast, the net for­
eign exchange earned from agricultural commodities is almost as much as the 
total earnings itself, as the import component in the production process is 
either nil or very small. 
Exports of mineral fuels 
International trade in mineral fuels of which crude petroleum and 
petroleum products form an overwhelming proportion, is a complex subject 
and could be a subject of detailed study. Further, there is no interna­
tionally traded commodity that is as much dependent on international poli­
tics as petroleum (13). In view of this, petroleum is omitted from detailed 
discussion in the present study. Also, in none of the countries chosen for 
discussion in this study, do petroleum and other mineral fuels have signi-
A^s in Peru, Ghana, Mexico and Malaysia. 
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ficant importance in export trade. However, a few salient aspects of export 
trade pertaining to these countries are discussed below. 
The proportion of mineral fuels like coal, petroleum and petroleum pro­
ducts in export trade is small in all the countries except the United Arab 
Republic where the exports since 1960 junçed from 4.5 million pounds (Egyp­
tian) to 20.8 million in 1964, or from 3 percent of the total exports to 9 
percent. The proportion however has been maintained in all the countries 
except Brazil where it has fallen from 2 percent in 1959 to less than one 
percent in 1964 (Table 3.7). The maintenance of the proportion indicates 
that the countries under study are striving hard to increase the export 
earnings. 
It is not uncommon to find a country importing as well as exporting 
the same product. Malaysia is a typical case where the imports of petro­
leum crude and partly refined amounted to 97 million Malayan dollars and 
that of motor spirit 11 million in 1964. But Malaysia also exported these 
products to the tune of 7 million and 9 million Malayan dollars respectively 
in the same year! This may perhaps be explained in terms of economic con­
siderations in transport cost where it is advantageous to import at one 
point and re-export the same at another point or export to a neighboring 
coxmtry from one end and import the same from another country at another 
end. 
Exports of chemicals 
Exports of chemicals from the developed countries is very small. In 
none of the countries (chosen here) except Brazil, chemicals accounted for 
more than one percent. In Peru, Malaysia, Ghana, and the United Arab 
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Republic (till 1962) chemical exports were hardly seen (Table 3.8). In 
Mexico however there have been considerable increases in the export of chem­
icals, The exports rose from a mere 45 million pesos in 1950 to 431 mil­
lion in 1964. Mexico also exported 185 million pesos worth of medicinal 
and pharmaceutical products (a major item in the chemical exports) and 151 
million worth of inorganic chemicals in 1964. Since 1962, the United Arab 
Republic is also in the chemical export trade. The exports of chemical fer­
tilizers rose from 28,100 metric tons in 1962 to 74,200 metric tons valued 
at 1,100,000 million (Egyptian) pounds in 1964. India too is in the export 
trade in a small way, the principle items of exports being medicinal and 
pharmaceutical products and essential vegetable oils, mostly lemon grass 
oil. The total export earnings from these two categories amounted to Rs. 
21 and 32 million respectively in 1964; whereas the total earnings from 
all chemicals were at 90 million. 
Exports of manufactured goods 
The manufactured goods are an important item of export from some of the 
developing countries. In 1964 the share of the manufactured to total ex­
ports was 15 percent in Mexico, 42 percent in India, 28 percent in Malaysia 
and 14 percent in the United Arab Republic. In Brazil and Ghana the same 
was less than 2 percent. The trend of shares is not uniform in the coun­
tries under study. It is a declining one in Mexico, a constant one in Peru, 
and a rising one in India, Malaysia and the United Arab Republic. In Mexico 
the share of the manufactured goods has fallen from 33 to 15 percent (Table 
3.9). The composition in terms of importance within the group has also 
changed. In the early fifties the refined metals such as silver and 
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platinum group of metals, unwrought copper, lead and zinc formed a larger 
proportion of the manufactured goods exported from Mexico, than in the 
early sixties. There has been considerable expansion in the export of 
textile products such as yarn, cotton fabrics, etc. The exports of yarn 
and cotton fabrics rose from 92 million and 155 million pesos in 1950 to 361 
million and 294 million respectively in 1964. This is a healthy development 
as the value added by manufacture in the textile industry is very high. It 
is also labor intensive and therefore, to some extent a solution to the un­
employment problem. Exports of iron and steel are becoming important. From 
nothing in 1950 the exports have risen to about 200 million pesos in 1964. 
There were similar increases in non-metallic mineral manufactures like ce­
ment, bricks, refractory materials, etc. 
Export of manufactured commodities in Peru is on the decline. The 
share of manufactures in the total export trade fell from 33 percent in 1950 
to 27 percent in 1955 to 15 percent in 1964. Metals in the form of bars 
constituted the largest proportion of the manufactured goods accounting for 
over 90 percent of the exports. 
In India, the manufactured goods have almost doubled their share in 
the total exports from 24 percent to 42 percent, during 1955-1964 period. 
Gains have taken place in almost all the items. The prominent manufactured 
items in the export trade are textiles (yarn and fabrics), jute manufacture, 
leather goods, carpets, coir products, iron and steel and manufactured 
metals. Iron and steel are new entrants. From 12 thousand metric tons 
valued at Rs. 9 million in 1960; the exports of iron and steel rose to 194 
thousand valued at Rs. 112 million in 1964. The growth is suggestive of 
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similar potentialities in many of the developing countries. 
The proportion of manufactured goods to total exports have doubled in 
Malaysia since 1958 and trebled in the United Arab Republic since 1955. 
Higher world prices for tin (which accounts for over 90 percent of the value 
of manufactured goods) exported from Malaysia and an increase in the volume 
and value of exports of cotton textiles from the United Arab Republic are 
largely responsible for the outcome. 
Exports of machinery 
Export earnings from machinery accounted for a very small proportion of 
the total export earnings in all developing countries. Earnings were not 
more than one percent in any country under review except Malaysia. Export 
trade in machinery from the developing countries is also a recent develop­
ment (Table 3.10). 
Among the countries, Mexico and India are perhaps the ones where ma­
chine exports may form, in the future, a significant proportion of the ex­
port trade in view of vast potentialities as well as heavy investment in the 
machine building industries. The industries that have been and that are 
being developed, though intended to meet the domestic demand, are in addi­
tion, capable of meeting small external demands from the neighboring coun­
tries. Mexico is at present exporting such items as transport equipment, 
electrical appliances, railway equipment, etc., to Latin American countries. 
From a mere 26 million pesos in 1950, Mexican exports rose to 109 million 
in 1960 and 169 million in 1964. Similarly, India is exporting machinery 
for jute, textile and tea industries to many of the Afro-Asian countries. 
The exports from India rose from Rs. 17 million in 1958 to 87 million in 
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1964. Exports from Malaysia are on the increase. The proportion has risen 
from one percent in 1958 to two percent in 1964. These are however mostly 
re-exports. 
Exports of miscellaneous manufactured articles 
Some of the countries under review here have successfully developed ex­
port trade in some items such as footwear, headgear, books, etc. Mexico 
and India again deserve special mention in this regard. Mexico has a good 
export trade in books and other printed matter. Of the total exports worth 
259 million pesos in 1964, books and other printed matter alone accounted 
for about 92 million. Miscellaneous goods accounted for about 2 percent 
of the Mexican export trade since 1955. In India the exports of miscellan­
eous items rose from about Rs, 85 million in 1955 to Rs. 184 million in 1964, 
accounting for about 2 percent of the total export proceeds. 
The total world exports have increased two fold during 1950-1964 per­
iod. If 1948 is taken as a base (considered a normal year after the Second 
World War) the total exports have gone up from $57 billion to 172 billion 
in 1964, an increase of about 200 percent. During the same period the ex­
ports from the developed world (i.e., Western Europe, the U.S.A., Canada, 
Australia, New Zealand, Japan and South Africa) increased even greater at 
220 percent. The rest of the world consisting mostly of less developed 
countries, the increase has been much smaller. When the growth is analyzed 
in terms of export trade index with 1958 as base, it is seen that the growth 
in the world trade as well as trade by the developed countries are much 
higher as compared to that of less developed countries (Table 3.12). The 
share of the export trade by the developed countries is rising whereas the 
28 
same by the developing countries is falling. In 1948 developing countries 
accounted for 30 percent of the world export trade. But by 1956 the share 
had slipped to 24 percent. In 1964 the share was only 20 percent. 
The unfavorable trend in export trade by developing countries has many 
serious implications. One of them could be the growing gap between the 
developed and developing world. 
Commodity Composition of Imports 
The world imports have grown faster than exports by a small margin 
since 1950 and there are indications that this would continue. Increased 
international understanding and co-operation resulting in deferred payment 
facilities, grants and credit facilities by richer to poorer nations and 
similar international gestures have largely contributed to this. 
The world imports (excluding trade with one another of centrally 
planned countries of Asia) have grown by almost 200 percent to $180,600 
million in 1964 since 1950, But the rate of growth is uneven between coun­
tries. The growth of imports is less in developing countries and more in 
developed countries. In terms of index numbers with 1958 as a base year, 
the disparities in growth are even more revealing. From 67 in 1948 the 
import index for less developed countries rose to 77 in 1953 to 108 in 1960 
to 126 in 1964. The import index for developed countries rose from 56 in 
1948, to 75 in 1953, to 121 in 1960 and to 170 in 1964 (Table 3,12), Pau­
city of foreign exchange due to slow and inadequate growth in export trade 
is largely to be blamed for the slower rate of growth in developing countries. 
The situation would have been even worse but for foreign aid from developed 
countries, 
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The composition of imports into developing countries has greatly changed 
since the end of the Second World War, The change is largely prompted by 
the needs, aspirations and future outlook of these countries, many of which 
are newly independent. The most noteworthy change is in the import of ma­
chinery and manufactured consumer goods. In all the countries under review 
it is observed that the share of machinery in the total imports have risen 
substantially; in some countries as in India the increase has been as much 
as 200 percent. The share of manufactured consumer goods has fallen. 
The considerations that went into the formation and composition of 
commodity groups are about the same as that of exports. The groups are: 
(1) agricultural requisites, (2) food items (including foods, beverages, 
and tobacco), (3) crude materials or primary products, (4) minerals and 
chemicals, (5) manufactured consumer goods, (6) manufactured non-consumer's 
goods and (7) machinery and transport equipment. 
Import of agricultural requisites 
The agricultural requisites imported could be broadly classified into 
capital items and current inputs. The former includes tractors and other 
agricultural machinery while items such as fertilizers (both natural and 
artificial), pesticides, other agricultural chemicals (growth hormones, 
weedicides, etc.) and seeds come under the latter. The important compo­
nents of agricultural requisites are tractors and chemical fertilizers. 
The imports of agricultural requisites have gone up in all the coun­
tries except Brazil since 1950. The total value of imports has risen by 
as much as 400 percent in India and Mexico (from Rs, 70 million in 1950 to 
364 million in 1964 in India and 154 million pesos to 615 million in Mexico) 
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during 1950-1964, about 200 percent in the United Arab Republic, and nearly 
ten times in Ghana. The proportions however have not changed much. With 
the exception of Ghana where the proportion has risen from one to two per­
cent, the shares of agricultural inputs to total imports have remained more 
or less steady at a low level of less than five percent in all the coun­
tries under review (Table 3.13). 
The constancy of the proportions is partly due to rising domestic pro­
duction of many of the imported items. In many countries there are efforts 
towards self-sufficiency in machinery and fertilizers and these efforts have 
resulted in meeting a part of the growing domestic demand. Special mention 
may be made of Mexico, India, Brazil with regards to tractors and ferti­
lizers. The United Arab Republic is even exporting fertilizers due to 
excess of domestic production over consumption. It is likely that fer­
tilizer imports in many countries may fall in the future due to heavy 
emphasis in fertilizer production in the development plans. 
Imports of food and feed 
Contrary to the expectations, the imports of food items have not de­
clined in the developing countries. Agriculture employes nearly 70 per­
cent of the working force, yet is not able to supply even the basic needs 
such as cereals and pulses in their crudest forms. Many developing coun­
tries are compelled to divert a part of the precious foreign exchange to 
food imports, which otherwise could have been used for acquiring capital 
items that are urgently needed for industrialization, resource development 
and creation of infrastructure. 
Population in developing countries has risen considerably during the 
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last two decades. The rate of growth of population has been in the neigh­
borhood of three percent per annum. During the period, the agricultural 
labor force too has increased and if we assume positive marginal produc­
tivity it is logical to expect some increases in the agricultural output 
due to rise in labor force. This however has not appeared to have taken 
place due to shortage of matching inputs or complements such as equipment, 
fertilizers, pesticides, better seeds, etc., some of which at least are 
scarce and need to be imported. But, imports of food itself claim a big 
proportion of the foreign exchange thus restricting and competing with the 
import of agricultural requisites, thereby creating a vicious circle. 
Food imports into developing countries show diverse trends. In some 
countries, as a proportion to total imports, food items have increased 
their share while in other countries the imports have declined. The United 
Arab Republic and Brazil belong to the former category while Peru, Malaysia 
and Ghana fall under the latter. India and Mexico do not show any definite 
trend (Table 3.13). 
In Brazil and the United Arab Republic the share of the value of food 
imports to total have risen (from 12 to 24 percent, since 1958 in Brazil, 
and 21 to 30 percent during 1950-1964 in the United Arab Republic) largely 
due to rise in the import of cereals, particularly wheat and wheat products. 
In Malaysia and Peru the declining trends are not in any way due to fall in 
the absolute value or quantity, but rather to the constancy in value with 
other imports rising. In India, the food imports have risen significantly 
(from Rs. 982 million in 1950 to 2610 million in 1964) but the proportions 
have not changed. Mexican imports do not conform to any trend. The pro-
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portions have varied from 4 to 11 percent or from 422 million pesos to 1307 
million in terms of value. 
Imports of crude materials 
Imports of crude materials constitute a small proportion of the total 
imports. The value of imports was less than 5 percent of the total value in 
Brazil, and less than 1 percent in Ghana. In other countries the imports 
generally ranged between 5 to 10 percent (Table 3.15). The volume of im­
ports of crude materials, is to some extent a measure of advancement or 
industrialization as there are several steps before these materials are 
ready for final consumption. In terms of Hirschman's (16) classification, 
the crude materials could be called forward linkage items. As for example 
imports of such items as crude rubber, raw cotton, wood pulp, etc., generate 
a chain of activities and each link in the chain creates employment both in 
transformation as well as in services. The value added thus becomes large. 
The final product may even be exported. Japan is a good example of such an 
activity. Among the developing countries, India is in such a position. It 
imports cotton, raw jute, crude rubber, raw cashew and exports finished pro­
ducts like textile fabrics ; and garments, rubber tires, jute textile and 
cashew kernels. 
The composition of crude materials varies widely among the countries. 
In Brazil, the principal components are crude rubber and pulp. In Mexico in 
addition to rubber and pulp, metal scraps and textile fibers are also im­
ported. Peru imports textile fibers and wood, in addition to rubber and 
scrap. Indian imports consist of raw cotton, rubber and wood pulp, while 
Malaysia imports tin ores and crude rubber. Wood and wood products are a 
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major item of raw material imports into the United Arab Republic. From the 
commodity imported one could tell the field of specialization in the manu­
factures and also the possible spread effects. 
Imports of minerals and chemicals 
The imports of minerals and chemicals such as mineral fuels, chemicals 
(both heavy as well as fine) constitute a significant proportion of the 
total imports in all the countries under study. The imports ranged from a 
high of 30 percent in Brazil to 11 percent in India in 1964. The trend 
during 1950-64 period is somewhat mixed. In most countries it is constant 
(Mexico, Brazil, Malaysia, Ghana), while the trend in the United Arab Repub­
lic is rising and in India falling (Table 3.16), 
An examination of the items that are imported reveals the dominance of 
petroleum fuels, mostly the crude forms followed by many forms of secondary 
and specialized categories such as lubricants, industrial spirits, etc. 
The imports of crude petroleum are necessitated by the inadequate production 
of the same to meet the needs of the national refineries, while the imports 
of finished products are due to inadequate refining and processing facili­
ties. The imports of petroleum products are in fact rising rapidly - but 
since the total imports also have risen, the relative importance has not 
changed much. Accelerated transport development to meet the growth needs of 
other sectors in all these countries is the main cause of such heavy and in­
creasing imports of mineral fuels. 
There has been considerable increase in the imports of chemicals such 
as basic or heavy chemicals, fine chemicals (dyes, pharmaceuticals, etc.) 
to meet the growing needs. But in many items perceptible declines are also 
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seen. The declines are attributable to the drive for self-sufficiency in 
the developing countries resulting in indigenous manufacture of many impor­
tant items such as pharmaceutical preparations, dye stuffs, etc. There has 
been a mushroom growth of import substituting industries in many countries, 
particularly in India, Mexico, and the United Arab Republic, and some of the 
products are even exported from these countries. 
With the exception of Brazil where the actual imports have declined 
from $404 million to $382 million during 1958-1964 period, all the other 
countries studied here have shown gains in imports. In India the imports 
of minerals and chemicals have risen by about 45 percent to Rs. 1,340 mil­
lion, while the imports are as high as 200 percent in the United Arab Re­
public (22 million Egyptian pounds to 66 million during 1950-1964 period). 
The rate of increase is the highest in Mexico. The imports rose from 702 
million pesos to 3001 million during 1950-1964 period, showing an increase 
of more than 300 percent. However the rise in imports looks small when 
compared to a tenfold increase in the export of chemicals from Mexico 
(Table 3.16). 
Imports of manufactured consumer goods 
The proportion of manufactured consumer's goods imports to total im­
ports is relatively small. It is less than 15 percent in value in all the 
countries except Ghana (Table 3.17). The trends show either constancy or 
decline. The countries where the proportion has remained constant are 
Brazil (five percent), Mexico (nine percent), Peru and Malaysia (both 13 
percent). In India, Ghana and the United Arab Republic, there have been 
significant declines. The absolute values of the imports however have 
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risen marginally in all the countries. 
In all the countries except India, finished textiles and yarn are major 
items in consumer's goods imports. Being second in order of importance in 
terms of Engel's law, the imports may be classified as essential. The de­
mand for textiles is growing in the developing countries due to rise in pop­
ulation and wage employment. The effect of the latter on the imported tex­
tiles may be even greater than the former. There is however a definite 
trend in all the developing countries towards reducing imports through lo­
cal manufacture. Being labor intensive and agricultural raw material based, 
the textile industry has received priority in development planning in many 
countries, notably, the United Arab Republic and Mexico, Now these coun­
tries are exporting some types of textiles to Europe and the United States. 
Paper and paper products (newsprint included) are considered a con­
sumer's good in this study and are an important item of import. In some 
countries, the value of imports of paper and paper products exceeds other 
items as in Mexico where the value of paper imports (353 million pesos in 
1964) were twice as high as that of textile products. 
Other items in this category include rubber manufacture, wood products 
(veneers, plywood, etc.) and miscellaneous manufactured articles such as 
scientific instruments, photographic equipment, films, watches, printed 
matter, etc. These together account for a sizable amount as in Mexico and 
India. 
Imports of manufactured non-consumer goods 
The proportion of manufactured non-consumer goods to gross value of im­
ports is higher than the manufactured consumer's goods in all the countries 
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except Ghana. The items covered in this category include semi-finished 
items used in manufactures such as ferrous and non-ferrous metals (and 
various forms such as rods, bars, plates, sheets, etc.) and non-metallic 
items such as lime and cement. The composition of the group would indicate 
that these are intermediate products and may be broadly termed as manufac­
tured inputs. The proportion of these imports has either gone up or re­
mained the same in all the countries (Table 3.18). In terms of absolute 
value the imports have gone up significantly. In India and Mexico the im­
ports have increased four fold in 1964 since 1950. In other countries, the 
increase has been significant (Table 3.19). 
The rising trend in the imports of manufactured non-consumer's items 
may be interpreted as an indication of growing manufacturing activities in 
the importing countries. Since the imports largely consist of metal pro­
ducts such as bars, strips, plates, virgin metal, etc,, the type of indus­
tries using these inputs could be broadly categorized as engineering indus­
tries. From the rapid rise in such imports in recent times, it is possible 
to say that these industries are new (or infant ones). Since these indus­
tries depend on imported inputs (to varying degrees), the imports of these 
items are categorized as essential or maintenance imports, for, a shortage 
of these factors would mean loss in output due to under utilization of the 
productive capacity. When developing countries are faced with foreign ex­
change shortage, they strive to maintain these imports even at the expense 
of imports of capital goods as is seen in the case of Brazil. The situation 
is even more serious in India. As a result of five year plans, there have 
been considerable developments in manufacturing capacity, some of which are 
capable of producing sizable quantities of capital equipment shifting 
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thereby a part of the import demand from finished goods to components and 
materials for inclusion in domestic products. Due to acute shortage of 
foreign exchange the manufacturers however have not been able to purchase 
all their import requirements, with the result that plant capacity is not 
being fully utilized. The extent of under utilization is astonishingly high 
(60 percent in agricultural machinery and implements industries). To re­
lieve the difficulty, India secured a loan of $90 million dollars from the 
World Bank (IDA) to finance the maintenance import of components and raw 
materials for a group of industries crippled by foreign exchange shortage 
(59). A.11 these go to show the importance of imports of manufactured non-
consumer's goods in the economy of a developing country. 
Imports of machinery 
Imports of machinery account for the largest proportion of total im­
ports in terms of value in all the countries under study, except Malaysia. 
The proportion is on the increase in all the countries (Table 3.20). The 
increase is particularly high in India and the United Arab Republic. In 
India the proportion rose from 12 to 36 percent (200 percent rise) while 
the same in the United Arab Republic rose from 12 to 27 percent during 1950-
1964 period. Other significant increases have been in Malaysia (66 per­
cent), Ghana (75 percent) and Mexico (30 percent). In Peru and Brazil, the 
proportions have remained unchanged, accounting for about one third of the 
imports. Since machinery is essential or even limiting factor in the modern 
production process, the dominence of machinery in the total imports of a 
country is an indication of development process being carried out. 
The dominance and rising trend in machinery imports by developing coun-
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tries have implications on: 1) inter-temporal preferences, 2) development 
priorities, 3) growth rate, 4) path of growth, 5) planning horizon, 6) em­
ployment, and 7) availability of wage goods. From the nature and quantum of 
imports it is possible to gauge or even quantify in some cases, the effects 
of importations of various capital goods on each of the above. Given the 
rate of imports of various types of machinery for a given future period, it 
is possible to arrive at some definite conclusions on the relationship to 
economic growth, value added, labor productivity and employment in various 
sectors where imported capital goods or machines find use. However, it is 
not possible to predict future trends, as these are largely dependent on the 
quantum of exports and terms of trade. Emphasizing this aspect Baldwin (5) 
says, 
"This traditional approach is completely inadequate in these 
times when economic growth is such as important goal, es­
pecially for the less developed nations. Capital goods trade 
is a crucial part of the dynamic relationship between inter­
national trade and development. Part of the import of invest­
ment goods into less developed countries is financed by inter­
national flow of capital funds, but a significant portion of 
this trade is financed by current foreign exchange earnings. 
International trade theory must cover both situations. The 
production of capital goods as well as consumer goods must 
be introduced into trade and the entire analysis integrated 
with domestic capital accumulation theory!" 
In other words, economic development to a large extent is dependent on the 
imports of capital which in turn is conditioned by the amount of foreign 
exchange from current earnings. 
As stated previously, the rate of increase in the proportion of ma­
chinery to total imports is highest in India at 200 percent, i.e., from 
12 percent, the proportion rose to 36 percent in a decade and a half. When 
this is viewed along with the growth of total imports, the increase is even 
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more impressive. The total imports were at Rs. 658 million in 1950 and rose 
to Rs. 4,656 million in 1964, a seven fold increase in less than a decade 
and a half (Table 3.21). The rapid increase in the capital goods import is 
an indication of the long run objective of a country and the rate of in­
crease could be interpreted as a measure of intensity of development ef­
fort. In both these aspects India could be ranked high. 
The United Arab Republic is another country showing a high rate of in­
crease in the imports of capital goods. The proportion of machines to to­
tal imports rose from 12 to 35 percent during the period under study showing 
more than two fold increase in the rate. The reason . for the observed trend 
is more or less the same as that of India, i.e., high tempo of planned eco­
nomic development. In absolute value the growth of capital goods imports 
of the United Arab Republic are even more impressive. From 24 million 
Egyptian pounds in 1950 the imports rose to 110 million in 1964. The com­
position of imports is again similar to that of India, with transport equip­
ment and electrical machinery dominating (Table 3.21). 
There have been similar developments in all the other countries under 
study except Peru and Brazil. The proportions rose from 16 to 28 percent 
in Ghana, 37 to 48 percent in Mexico during 1950-1964 and 12 to 20 percent 
in Malaysia during 1955-1964. The absolute increase in value is very high 
in Ghana (336 percent) and Mexico (324 percent). In Malaysia the imports 
rose from 221 million Malayan dollars to 517 million during 1955-1964. The 
share of capital goods has not increased in Peru and Brazil. In Peru the 
proportion has remained at about one-third of the total imports since 1950. 
The imports of capital goods in Brazil have declined both in proportion as 
well as in value. In proportion it has fallen by almost a third, i.e., from 
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35 percent of the total imports to 24 percent during 1950-1960 period. But 
in absolute value the fall is even greater, from $473 million to $300 mil­
lion. The cut is perhaps motivated by the urge to balance the international 
trade accoimt in which Brazil has been in the red since 1958. The stringent 
import policy is clearly seen from Table 3.22 which shows declines in all i-
tems except food and manufactured non-consumer goods, the exceptions are 
owing to the former being a necessity, and latter, an essential maintenance 
import. 
It may be observed from Table 3.20 that dominance of machinery in the 
total import picture is a recent development in most of the countries. To 
be more specific this is a development since 1955. Except Brazil, Mexico, 
and Peru, the rest of the countries discussed here are newly independent. 
The governments in these countries, have economic development as one of the 
objectives, which is sought to be achieved in a pre-determined manner through 
governmental guidance. Many of the newly independent countries are faced 
with problems such as poverty and unemployment along with rapidly growing 
population, poorly and inadequately developed social overheads like trans­
port, communication and power facilities, large and unexploited resources, 
etc. The less developed countries have come to realize that solution to the 
problems lies in planned development. Planned development has taken 
various forms, such as development of transport, communications, power, 
basic industries, etc., in various proportions. All these involve 
heavy investments on machinery and equipment. Since these are to be im­
ported, the available foreign exchange is utilized in accordance with the 
development objectives. In this framework import priorities are given to; 
1) food, 2) capital goods, 3) manufactured non-consumer goods, 4) crude 
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materials, 5) agricultural requisites and 6) consumer's goods, in the same 
order. Since food imports are dependent on the local crop conditions, the 
imports do not conform to any set pattern. But machinery and manufactured 
non-consumer's goods show a rising trend. 
Sunming up it may be said that the commodity compositions of the inter­
national trade, both to and from the developing countries, have considerably 
changed and are changing. In the export sphere, the traditional items 
mostly of agricultural origin which are labor intensive, are losing ground 
due to high prices, low supply elasticities, and the development of cheap 
synthetic substitutes. Adoption of modern technology could remedy at least 
some of these problems. In the meantime new items such as mineral ores 
and fish products have entered the export field and are contributing sig­
nificantly to exports. Some of these items are highly capital intensive 
with low employment potentials and spread effects. The benefits from such 
exports therefore would be small both in terms of foreign exchange and em­
ployment creation. Value adding processes like further manufacture, re­
finement, etc., in the export goods would therefore bring larger benefits 
to the developing countries. 
Imports into developing countries are increasingly becoming develop­
ment oriented. Manufactured non-consumer's goods and machinery are being 
imported at the expense of consumer's goods and other non-essentials. 
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Table 3.1. Total world trade^ , 1950-1965 (value of exports and imports are 
in million U. S. dollars) 
Year Export Index Import Index Deficit Export 
(fob) (1950= (cif) (1950= as a 
100) 100) percentage 
of import 
1 2 3 4 5 6 7 
1950 57,222 100 59,891 100 2,669 95.5 
1951 77,247 135 82,109 137 4,862 94.1 
1952 74,376 130 80,697 135 6,321 92.2 
1953 75,252 132 76,959 128 1,707 97.8 
1954 78,032 136 80,000 134 1,977 97.5 
1955 84,797 148 89,514 149 4,717 94.7 
1956 94,127 164 98,853 165 4,726 95.2 
1957 101,062 177 108,377 181 7,315 93.3 
1958 94,600 165 100,200 167 5,600 94.4 
1959 100,300 175 105,900 177 5,600 97.3 
1960 112,300 196 118,500 198 6,200 94.0 
1961 117,400 205 123,400 206 6,000 95.1 
1962 123,600 216 131,400 219 7,800 94.1 
1963 134,800 236 142,500 238 7,700 94.6 
1964 151,800 265 159,900 267 8,100 94.9 
1965 164,000 286 173,000 289 900 94.8 
T^he world total excludes Sino-Soviet Arian countries, Cuba, Indonesia. 
S^ource (26), 
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Table 3.2. Total world exports^ , 1959-1963 (million U. S. dollars)^  
Item 
1 
1959 
2 
1960 
3 
1961 
4 
1962 
5 
1963 
6 
Food and feed 16,523 17,293 18,185 19,131 19,768 
Index (1959 = 100) 100 105 110 116 120 
Other agricultural 
products 7,038 8,112 7,759 7,226 6,587 
Index (1959 = 100) 100 115 110 103 94 
Forest products 2,860 3,282 3,264 3,105 3,342 
Index (1959 = 100) 100 115 114 109 116 
Total agricultural 
products 26,421 28,685 29,209 28,838 29,695 
Index (1959 = 100) 100 109 111 109 116 
Agricultural inputs 2,215 2,406 2,457 2,478 2,475 
Index (1959 = 100) 100 109 111 112 112 
Non-agricultural 
products 63,885 72,748 76,543 81,301 86,308 
Index (1959 = 100) 100 114 120 127 135 
Total trade 90,305 101,433 105,753 111,043 115,811 
Index (1959 = 100) 100 112 117 123 128 
Agricultural products 
as percentage of total 293 28.3 27.6 26.0 25.6 
o^r certain countries as reported in the source given below in the form 
indicated in the columns. 
S^ource (46). 
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Table 3.3. Proportion of exports for food^ and feed^  as percentage of total 
exports, 1950-1964, by country 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil - 76'' 80 73 78 72 70 71 69 
Mexico 26 24 34 33 40 39 36 34 43 
Peru 15 20 20 20 17 18 16 18 15 
India - 26 38 36 35 36 39 37 35 
Malaysia - - 10 7 6 8 8 8 8 
Ghana 82 76 67 69 66 69 69 74 71 
U.Â.R. 6 10 15 8 8 8 16 17 21 
I^ncludes all food items including live animals, animal feed, beverages 
and tobacco, animal and vegetable oils and fats. 
S^ource (46). 
R^efers to 1954. 
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Table 3,4. Export of food and feed items from îfexico, 1950-1964^  
1950 1955 1958 1959 1960 1961 1962 1963 1964 
Items (Index; 1960 = 100 Quantity in 000 tons, value in 
million pesos) 
Live animals: 
Quantity - 60 106 75 72 101 133 - 53 
Index - 83 147 104 100 140 185 - 74 
Value - 104 523 477 416 526 665 459 285 
Index - 25 126 115 110 126 160 110 69 
Fish: 
Quantity - 25 41 48 52 57 55 41 50 
Index - 48 79 93 100 110 106 79 96 
Value 389 204 424 512 455 576 613 680 706 
Index 85 45 93 113 100 127 135 149 155 
Wheat: 
Quantity - - - - - - 72 576 
Index - - - - - - 100 7200 57600 
Value - - - - - - 158 62 447 
Index - - - - - - 100^  3924 29642 
Fruits : 
Quantity - 102 146 133 133 144 122 - 198 
Index - 77 110 100 100 108 92 - 149 
Value 28 43 111 131 143 198 169 226 279 
Index 20 30 78 92 100 135 118 158 195 
Vegetables: 
Quantity - 94 191 194 192 137 186 226 218 
Index - 49 99 101 100 71 97 118 114 
Value 50 93 348 348 357 219 291 429 543 
Index 14 26 108 108 100 61 82 120 152 
Sugar: 
Quantity - 323 367 498 906 901 632 876 1060 
Index - 36 41 55 100 99 70 97 1170 
Value 26 131 264 363 754 941 627 908 1187 
Index 3 17 35 48 100 125 83 120 157 
Coffee; 
Quantity - 84 78 74 83 93 95 68 104 
Index - 101 94 89 100 112 114 82 125 
Value 334 1033 990 783 899 938 915 630 1221 
Index 37 115 110 87 100 104 102 70 136 
S^ource (46). 
1^962 = 100. 
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Table 3.5. Proportion of exports of crude materials^  as a percentage of 
total exports^  
Country Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3 4 5 6 7 8 9  1 0  
Brazil - 22^  15 14 18 22 26 23 24 
Mexico 33 38 38 39 34 33 38 35 32 
Peru 64 41 49 52 45 44 52 53 
India 21 18 19 18 18 16 17 16 
Malaysia - - 73 77 71 65 62 62 58 
Ghana 17 17 32 30 33 29 27 22 26 
U.A.R. 89 82 71 79 72 67 57 57 53 
A^ll crude inedible materials used as raw materials (SITC-Code 2). 
S^ource (56). 
R^efers to 1954. 
Table 3,6. Export of primary commodities other than food, feed and beverages and tobacco (value in 
domestic currencies) for selected countries, 1950-1964 (Figures in parentheses are 
proportions (%) of total exports) 
Item Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1 2 3 4 5 6 7 8 9 10 
Country; Mexico (Million Pesos) 
1) Crude ferti­
lizers 12 113 415 446 507 634 883 942 1162 
& minerals - - (1.5) (4.5) (4.7) (5.3) (6.1) (7.6) (7.7) (8.8) 
Sulphur m. tm mm 64 290 298 353 364 379 428 469 
- - - (1) (3.2) (3.2) (3.7) (3.5) (3.3) (3.5) (3.6) 
Salt t* M — — — — — — — — 67 246 225 332 
- - -
- -
- -
- - (.5) (2.1) (1.8) (2.5) 
Quartz — — — — — 125 148 115 147 165 174 210 
Mica • " " (1.4) (1.6) (1.2) (1.4) (1.4) (1.4) (1.6) 
2) Metallic ores 165 340 370 319 373 346 365.00 385.00 536 
(3.8) (4.4) (4.0) (3.4) (3.9) (3.4) (3.1) (3.1) (4.1) 
Zinc ore 118 169 164 207 276 263 278 298 440 
(2) (2) (2.0) (2.2) (2.9) (2.6) (2.4) (2.4) (3.3) 
Manganese ore - - 84 72 67 64 55 68 58 
- - -
- -
- - (1) (1) (1) 
-- ( .5) 
Total crude 181 459 786 765 880 980 1198 1327 1698 
minerals (4.0) (5.9) (8.6) (8.1) (9.2) (9.5) (10.3) (10.9) (12.9) 
Total export 4339 7781 9192 9397 9541 10311 11614 12300 13166 
S^ource (56), 
Table 3.6. (Continued) 
Item Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3 4  5  6 7 8 9  1 0  
Country; Brazil (Million U.S. Dollars) 
Crude ferti-
lizers — - — - - - - - — — 6 4 3 4 
& minerals - - - - - - - - 60 69 71 81 
Iron ore 7 39 48 39 44 4.3 5.7 5.0 5.7 
(0.5) (2.7) (3.9) (3.0) (3.5) - - - - — - - -
Manganese ore — - 5 38 30 30 32 27 25 21 
- -
— (3.1) (2.3) (2.4) (2.3) (2.2) (1.8) (1.5) 
Total crude mm — 37 90 74 77 101 104 101 106 
minerals (_) (2.6) (8.2) (5.8) (6.1) (7.1) (8.6) (7.2) (7.4) 
Total export 1355 1423 1243 1282 1269 1403 1214 1406 1430 
Item Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3 4  5  6 7 8 9  1 0  
Country: Peru (Million Soles) 
Fertilizers^  --- 189 271 869 1056 1329 2678 2802 
I^ncluding fish meal. 
Table 3.6. (Continued) 
Item Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1 2 3 4 5 6 7 8 9 10 
Country: Peru (Million Soles) 
Crude fish meal — — — (3.7) (4.0) (10.0) (9.0) (10.0) (18.5) (19.3) — -
Iron ore — — 152 384 534 892 991 876 977 1043 
(3.0) (5.6) (6.2) (7.6) (7.5) (6.1)- (6.7) (5.8) 
Copper ore 161 97 120 184 244 210 211 223 mm — 
(5.6) (1.9) (1.8) (2.1) (2.1) (1.6) (1.5) (1.6) - -
Lead ore 92 304 437 488 513 501 483 559 
(3.2) (5.9) (6.4) (5.7) (4.4) (3.8) (3.3) (3.8) T r 
Copper ore 92 304 437 488 513 501 483 559 — — 
(3.2) (5.9) (6.4) (5.7) (4.4) (3.8) (3.3) (3.8) - -
Zinc ore 141 208 169 271 333 375 221 250 mm mm 
(4.9) (4.0) (2.5) (3.1) (2.8) (2.8) (1.5) (1.7) - -
Total ores 441 820 1166 1492 1994 2083 1799 2013 — M 
(15.3) (15.9) (17.1) (17.2) (16.9) (15.7) (12.4) (13.8) 
- -
Total exports 2887 5146 6813 8635 11781 13295 14473 14516 17889 
Table 3.6, (Continued) 
Item 
1 
1950 
2 
1955 
3 
1958 
4 
Country : India 
Year 
1959 1960 
5 6 
(Million Rupees) 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Crude mica 100 84 93 103 103 97 104 92 99 
(6.1) (1.4) (1.6) (1.7) (1.6) (1.4) (1.5) (1.2) (1.2) 
Iron ore 63 100 129 170 174 198 364 388 
- - (1.1) (1.8) (2.1) (2.6) (2.7) (2.9) (4.6) (4.6) 
Manganese ore 81 107 159 127 104 104 79 83 134 
(5.6) (1.8) (2.8) (2.1) (1.6) (1.6) (1.2) (1.1) (1.6) 
Total ores 181 254 380 399 437 423 429 582 669 
(11.1) (4.3) (6.7) (6.5) (6.9) (6.5) (6.3) (7.4) (8.0) 
Total exports 1628 5847 5706 6158 6324 6552 6782 7893 8352 
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Table 3,7. Proportion of exports of mineral fuels as a percentage of total 
exports, 1950-1964, by country 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil - - 2 3 1 2 - 1 -
Mexico 7 8 4 4 3 4 4 4 4 
Peru 12 8 6 4 4 3 2 2 -
India - - 2 1 1 1 1 1 1 
Malaysia - - 1 - - - - - 2 
Ghana - - - - - - - - -
U.Â.R. - - 3 3 3 4 10 9 9 
S^ource (56). 
Table 3,8. Proportion of exports of chemicals as a percentage of total 
exports, 1952-1964, by countries 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil - - - - 1 1 1 1 1 
Mexico 1 1 3 2 3 3 4 4 3 
India - - 1 1 1 1 1 1 1 
Malaysia - - 1 1 1 1 1 1 -
S^ource (56). 
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Table 3,9. Proportion of exgorts of manufactured foods^  as a percentage 
of total exports 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil - - -
-
- - 1 1 2 
Mexico 33 27 18 19 18 17 16 19 15 
Peru - 20 20 16 28 27 22 22 -
India - 24 38 39 41 41 39 40 42 
Malaysia - - 13 13 19 23 25 25 28 
Ghana - - - - - 1 2 - 1 
U.A.R. - 5 10 10 9 10 15 15 14 
*Item SITC Code 6. 
S^ource (56). 
Table 3.10. Proportion of export of machinery as a percentage of total 
exports, 1950-1964, by countries 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil - - - - - - 1 1 1 
Mexico 1 1 1 1 1 1 1 1 1 
India - - - - 1 1 1 1 1 
Malaysia - - 1 1 1 2 2 2 2 
S^ource (56). 
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Table 3.11. Proportion of export of miscellaneous manufactured articles^  
as a percentage of total exports, 1950-1964, by countries^  
Country Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3 4 5 6 7 8 9  1 0  
Mexico 122222222 
India 12 2 112 2 
Malaysia - -1- 1-111 
I^ncludes instruments, etc. (SITC Code 8). 
S^ource (56). 
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Table 3.12. World trade by regions, 1950-1965. (Index 1958=100) (Value of exports 
b Imports 
Year World Developed Less Less developed World E 
countries developed countries as a c 
countries'^  proportion of 
col. 2 col. 4 
Value Index Value Index Value Index Value Index 
1 2 3 4 5 6 7 8 9 10 11 
1948 63,600 46 41,200 56 18,600 67 29.3 45.3 57,500 53 
1953 84,300 74 55,000 75 21,400 77 25.4 39.0 82,600 76 
1956 108,600 96 72,200 98 26,200 95 24.1 26.3 103,800 96 
1957 119,600 105 78,400 107 29,700 107 24.8 37.9 111,800 104 
1958 113,700 100 73,500 100 27,700 100 24.4 37.7 108,000 100 
1959 120,900 106 79,000 107 27,200 98 22.5 34.4 115,300 107 
1960 135,000 119 88,900 121 30,000 108 22.2 33.7 127,700 118 
1961 140,000 123 93,100 127 30,800 111 22.0 33.1 133,700 124 
1962 149,000 131 100,200 136 31,200 113 20.9 31.1 141,200 131 
1963 161,500 142 110,200 150 32,400 117 20.1 29.4 153,700 142 ] 
1964 180,000 159 124,900 170 34,900 126 19.3 27.9 172,200 160 ] 
S^ource (56). 
E^xcludes trade with one another of China (Mainland), Mongolia, North Viet Nam 
U^.S., Canada, Western Europe, Australia, New Zealand, Japan, South Africa. 
R^egions other than developed countries. Eastern Europe, China (Mainland, Mongc 
00) (Value of exports and imports in million U.S. dollars)^  
loped World 
as a 
n of 
1. 4 
Value 
9 10 
Developed 
countries 
Exports 
Less 
developed 
countries 
Less developed 
countries as a 
proportion of 
col.10 col.12 
Index 
11 
Value 
12 
Index 
13 
Value 
14 
Index 
15 16 17 
.3 57,500 53 36,700 52 17,100 69 29.7 46.6 
.0 82,600 76 53,700 76 21,000 85 25.4 39.1 
.3 103,800 96 68,700 97 24,900 101 24.0 36.2 
.9 111,800 104 75,100 106 25,400 103 22.7 33.8 
.7 108,000 100 71,100 100 24,700 100 22.9 34.7 
.4 115,300 107 75,400 106 25,700 104 22.3 34.1 
.7 127,700 118 85,400 120 27,400 111 21.5 32.1 
.1 133,700 124 90,200 127 27,700 112 20.7 30.7 
.1 141,200 131 94,800 133 28,900 117 20.5 30.5 
.4 153,700 142 103,800 146 31,500 128 20.5 30.3 
.9 172,200 160 117,500 165 34,400 139 20.0 29.3 
Lgolia, North Viet Nam and North Korea. 
tpan. South Africa. 
China (Mainland, Mongolia, North Viet Nam, North Korea. 
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Table 3.13. Proportion of imports of agricultural requisites as a per­
centage of total imports, 1950-1964, by countries^  
Country Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1 2 3 4 5 6 7 8 9 10 
Brazil c c 5 3 6 5 3 3 3 
Mexico 3 7 5 6 5 5 5 3 3 
Peru 
c c c 2 2 1 1 
c c 
India 1 1 2 2 2 2 3 4 3 
Malaysia c 1 2 2 3 3 2 2 2 
Ghana 
c 1 1 1 1 1 1 3 2 
U.A.R. 3 4 7 4 6 5 4 4 4 
I^tems such as manufactured and crude fertilizers, pesticides, and 
agricultural machinery (SITC Code 271, 56, 712, 713). 
'^ Source (56). 
N^egligible. 
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Table 3.14. Proportion of imports of food items^  ag a percentage of 
total imports, 1950-1964, by countries 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil c 
c 
12 13 13 14 16 18 24 
Mexico 11 4 9 5 4 4 5 8 5 
Peru 21 13 16 20 16 16 16 12 -
India 17 6 23 20 20 15 17 19 20 
Malaysia 
c 37^  39 36 32 31 28 30 30 
Ghana 37 20 22 21 19 21 21 16 18 
U.A.R. 21 16 25 27 23 24 26 29 30 
I^ncludes foods, fuels, beverages, tobacco, vegetable and animal fats 
(SITC Code 0, 1, 4). 
S^ource (56). 
Slegligible. 
R^efers to year 1956. 
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Table 3.15. Proportion of import of crude materials^  as a percentage of 
total imports, 1950-1964, by countries^  
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil 
c c 3 4 5 4 4 5 4 
Mexico 8 10 7 9 8 8 7 8 9 
Peru 
c c c 2 4 3 3 c 
c 
India 22 9 8 9 13 11 10 9 9 
Malaysia 
c 
9^  9 11 16 11 13 11 8 
Ghana 0.2 0.4 0.5 0.4 0.3 0.9 0.8 0.9 1.0 
U.A.R. 5 8 7 6 8 10 7 8 8 
A^ll crude inedible materials used as industrial raw materials (SITC 
Code 2). 
S^ource (56). 
N^egligible. 
R^efers to year 1956. 
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Table 3.16. Proportion of import of minerals and chemicals^  as a per­
centage of total imports, 1950-1964, by countries 
Country Year 
1950 1955 1958 1959 i960 1961 1962 1963 1964 
1  2 3 4 5 6 7 8 9  1 0  
Brazil c 
c 
30 27 27 26 27 28 39 
Mexico 16 19 17 18 16 16 17 18 16 
Peru 
c c c 16 15 13 12 
c c 
India 16 17 15 17 13 16 14 14 11 
Malaysia 11 12^  13 13 12 12 12 11 12 
Ghana 9 12 15 14 12 11 14 12 12 
U.A.R. 11 17 20 20 18 15 16 18 16 
I^ncludes items such as mineral fuels, chemicals, fertilizers and 
pesticides (SITC Code 3, 5), 
S^ource (56). 
D^ata not available. 
"defers to year 1956. 
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Table 3,17. Proportion of import of manufactured consumer goods^  as a 
percent of total imports, 1950-1964, by countries^  
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil c c 5 4 5 5 4 5 4 
Mexico 12 10 7 9 8 9 9 9 9 
Peru 
c c c 13 14 13 13 c c 
India 7 10 5 5 4 5 5 5 4 
Malaysia c 14^  14 14 13 14 13 13 13 
Ghana 31 33 42 31 30 33 27 26 21 
U.A.R. 9 19 9 9 9 9 7 7 5 
I^tems with SITC Code 61 to 65, 8. 
S^ource (56). 
D^ata not available. 
R^efers to year 1956. 
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Table 3.18. Proportion of import of manufactured non-consumer goods, 
as percentage of total imports, 1950-1964, by countries 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil c c 10 13 13 13 12 14 11 
Mexico 12 10 10 7 9 8 8 10 12 
Peru 
c c c 12 12 12 12 c c 
India 9 15 19 17 18 17 15 14 15 
Malaysia c lo" 8 8 9 10 12 11 11 
Ghana 7 14 8 12 11 8 14 15 17 
U.A.R. 9 5 9 10 11 11 11 10 10 
I^tems in SITC Code 66, 67, 68, 69. 
S^ource (56). 
D^ata not available. 
R^efers to year 1956. 
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Table 3.19. Imports of manufactured non-consumer's goods, 1950-1964^  
Country Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3  4 5 6 7 8 9  1 0  
Brazil 
(million U.S. , , 
dollars) - - 130 182 185 183 170 214 144 
Index, 1958=100 100 140 142 141 131 165 111 
Mexico 
(million pesos) 546 963 1336 832 1149 977 967 1508 2273 
Index, 1950=100 100 176 245 152 210 179 177 276 416 
Peru - V, f, V, K f, 
(million poles) - - 1069 1394 1637 1913 -
Index, 1959=100 100 130 153 179 
India 
(million rupees) 520 1003 1666 1521 2016 1868 1743 1737 1926 
Index, 1950=100 100 193 320 293 388 359 335 334 370 
Malaysia 
(million Malayan , 
dollars) - 173 132 143 192 227 285 283 280 
Index, 1955=100 100 78 83 111 131 165 164 161 
Ghana 
(million pounds) 3.3 12.5 17.2 13.7 14.6 11.4 17.0 19.5 21.2 
Index, 1950=100 100 379 521 415 442 345 515 591 642 
U.A.R. 
(million Egyp­
tian pounds) 17 10 21 21 24 25 34 41 41 
Index, 1950=100 100 59 124 124 141 147 200 241 241 
S^ource (56). 
D^ata not available. 
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Table 3.20. Proportion of imports of machinegy^  as a percentage of total 
imports, 1950-1964, by countries 
Country 
1 
1950 
2 
1955 
3 
1958 
4 
1959 
5 
Year 
1960 
6 
1961 
7 
1962 
8 
1963 
9 
1964 
10 
Brazil c c 35 35 31 33 34 29 24 
Mexico 37 40 44 46 50 50 49 44 48 
Peru 35 34 38 33 37 41 42 43 33 
India 12 17 28 30 29 33 34 35 36 
Malaysia c 12*^  13 13 14 16 20 20 20 
Ghana 16 16 17 22 24 23 21 25 28 
U.A.R. 12 23 23 252 24 26 26 26 27 
I^ncludes all machinery except agricultural machinery (SITC Code 7). 
S^ource (56), 
D^ata not available. 
defers to year 1956. 
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Table 3.21. Import of machinery during 1950-1964 by some developing coun­
tries^  
Country Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3 4 5 6 7 8 9  1 0  
Brazil 
(million U.S. , , 
dollars) - - 473 480 458 480 500 427 300 
Increase , , 
Index, 1958=100 - - 100 101 97 101 106 90 63 
Mexico 
(million pesos) 4402 9898 12904 11491 13462 12920 12856 15496 18657 
Increase 
Index, 1950=100 100 225 293 261 306 294 291 351 424 
Peru 
(million soles) 943 1946 2945 2676 3772 5085 6070 6387 6305 
Increase 
Index, 1950=100 100 206 312 284 400 539 644 677 669 
India 
(million rupees) 658 1128 2446 2642 3272 3626 3827 4317 4656 
Increase 
Index, 1950=100 100 171 372 402 497 551 582 656 708 
(million Malayan  ^
Malaysia 
dollars) 221 214 230 296 352 479 508 517 
Increase , 
Index, 1955=100 - 100 97 104 134 159 217 230 234 
S^ource (56). 
D^ata not available. 
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Table 3.21. (Continued) 
Country Year 
1950 1955 1958 1959 1960 1961 1962 1963 1964 
1  2 3 4 5 6 7 8 9  1 0  
U.Â.R. 
(million Egyptian 
pounds) 24 46 52 54 53 63 77 102 110 
Increase 
Index, 1950=100 100 192 216 225 221 263 321 425 458 
Ghana 
(million pounds) 7.8 14,4 14.5 24.6 32.3 31.7 24.8 33.1 34.0 
Increase 
Index, 1950=100 100 185 186 ' 315 414 406 318 424 436 
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Table 3,22, Imports into Brazil, 1950-1964, (In million U.S. dollars, 
index 1958=100)^  
Item 
1 
1958 
2 
1959 
3 
1960 
4 
Year 
1961 
5 
1962 
6 
1963 
7 
1964 
8 
Agricultural 
requisites 73 39 87 71 37 41 31 
Index 100 53 119 97 51 56 42 
Food and beverages 162 178 197 202 242 266 302 
Index 100 110 122 125 149 164 186 
Crude materials 47 58 68 64 64 67 45 
Index 100 123 145 136 134 143 96 
Minerals & chemicals 404 374 397 385 396 411 382 
Index 100 93 98 95 98 102 95 
Manufactured con­
sumers goods 71 60 66 71 65 70 48 
Index 100 85 93 100 92 99 68 
Machinery 473 480 458 480 500 427 300 
Index 100 101 97 101 106 90 63 
Total imports 1353 1374 1462 1460 1475 1487 1263 
Index 100 102 108 108 109 110 93 
Total exports 1243 1282 1269 1403 1214 1406 1430 
Index 100 103 102 113 98 113 115 
Deficit or surplus -110 -92 -193 -57 -261 -81 +167 
Deficit or surplus 
as percentage of 
export -8.8 -7.2 -15.2 -4.1 -21.0 -5.8 +11,7 
S^ource (56). 
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DIRECTION OF TRADE 
This chapter deals with the direction of the trade in both imports and 
exports, of the seven countries chosen for the present study. An attempt 
is made here to examine the changes if any in the origin of imports flowing 
into and destination of exports moving out of these countries since 1950 
and the possible causes and effects. Additionally, the study would also 
examine the concentrations or regionalization aspects in the light of tie-
ins, preferences and trade agreements. 
To facilitate broader generalizations and functional and regional un­
derstanding, the direction of trade is interpreted in terms of a few domi­
nant countries, economic groups and regions. The United States and the 
United Kingdom are thus treated separately in view of the fact that the 
former is the foremost trading country in the world and the latter an 
important trading partner of developing countries. The United Kingdom is 
also an ex-colonial power. Japan has been treated separately along with 
the U.S.A. and U.K. in relation to India, Malaysia, Ghana, and the United 
Arab Republic because of relative nearness as well as the growing dominance 
both in imports of primary commodities and the export of capital and con­
sumer goods. The rest of the world has been divided, into functional eco­
nomic and geographic groups - such as European Economic Community (Bel­
gium, Luxenburg, Netherlands, France, Italy, West Germany), other developed 
countries (rest of Europe, Canada, Australia, New Zealand, South Africa), 
Sino-Soviet block or the centrally planned countries, and the rest of the 
world. Latin America is treated as a separate block while dealing with 
Brazil, Mexico, and Peru. 
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An overall look at the direction of trade of all the seven countries 
indicates significant changes taking place since 1938. The changes however 
have not been sufficiently large enough to disturb the dominance that existed 
in 1938. The United States dominates in both exports as well as imports 
with respect to Brazil, Mexico and Peru. So is the United Kingdom with 
respect to the rest excepting the United Arab Republic. However, the de­
gree of dominance is decreasing and significant gains are seen in the trade 
shares by other countries and groups though the actual value of imports 
and exports have largely gone up for both the United States as well as the 
United Kingdom since 1938. The declining share is therefore due to a 
relatively larger growth of total trade as compared to trade with the 
United States or the United Kingdom, 
The dominance of a country in the export and import trade could have 
important implications. When a country gets the bulk of its imports from 
one source, there is a danger of the feeling of psychological dependence 
by the importing country on the exporting country. When the commodities 
involved are consumer's goods items, the people in the importing country 
get used to the tastes and fashions of the exporting country and develop 
some sort of brand or make loyalty and thus become less sensitive to price 
changes. In other words, the demand for the products became less elastic 
at certain price ranges, and the importing country cannot get full advantage 
of competitive prices in world market. 
The danger is particularly great with respect to machinery and capital 
goods. Technicians and workers get adapted to machinery from a particular 
country, and show strong bias towards such makes (or systems such as foot­
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pound, decimal, etc.) when replacements or expansions are under considera­
tion. Effects of import concentration (of monopolistic or semi-monopolistic 
import source) have been crisply summarized by Ahmad (2, p. 3): 
"It is enough if once she^  starts importing the equipment from any 
particular source, she would have to incur considerable cost and 
time to change that source. The time and cost may become neces­
sary because the engineers and mechanics of the importing country 
have to be re-trained to use the equipment from the new source, 
the layout of the factory buildings may have to be altered, or 
new buildings made to accomodate new machines. The new machine 
may need a different kind of fuel and raw materials and the 
subsidiary industries supplying these or producing by-products 
may need time or cost to readjust. Again due to lack of inter­
national standardization in spare parts the same source may have 
to be depended upon for quite a considerable time after the pur­
chase of the equipment and the supply of the spare parts may 
be made conditional on the continued import of the equipment." 
He goes on further to say that when the above technical reasons are rein­
forced by psychological reasons, the demand for equipment oriented to 
particular source becomes even stickier. 
The same considerations cannot be shown as advantages when exports 
are concentrated on one country or region in view of the fact that the 
items exported from the developing countries are generally the primary 
commodities which are homogeneous and go for further processing. The 
quantum of imports depends on the derived demand for these factors in the 
importing country. In the event of declines in import demand due to re­
cession or resource discovery, the exporting country would be hard hit and 
the export earnings would fall. There is however no evident a priori indi­
cation as to the relation between regional concentrations of exports and 
instability of export proceeds. High concentration might bring instability 
'A. country. 
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because of the changes in bargaining power or stability because of assured 
markets, it is difficult to say, A study by Coppock (9, p. 95) estimates 
the correlation coefficient between the regional concentration percentage 
and export instability at -0.18, which shows a mild tendency for export 
instability to be less for countries with high regional concentrations than 
for those with low. He also found such correlation coefficients for the 
United States to discover the relation between export proceeds instability 
and the proportion of the country's exports going to the United States, 
The correlation coefficient was found to be better at -0,27, which per­
haps goes to strengthen the popular supposition that it is better to tie 
up with one strong country than a bundle of less strong ones. 
There are strong indications of origin and destination diversifications 
taking place of foreign trade of developing countries. The changes are 
largely due to the loss of established markets as a result of developments 
of cheaper substitutes or other causes, prompting the effected countries to 
intensify efforts to find newer markets. In this process many of the de­
veloping countries have been fairly successful. Some countries have even 
established new industries based on export demand. Many countries have also 
been able to effect bilateral trade agreements thereby tying exports with 
imports. Imports have been even more diversified. Cheaper sources are in­
creasingly being sought. Significant gains have been effected by Japan 
(owing to price competitiveness) which is now rapidly increasing its share 
of exports to developing countries, of both capital and consumer's goods. 
Another new entrant to the trade of developing countries is the Sino-
Soviet block of countries. From almost nothing, these countries have been 
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able to account for considerable share of the current foreign trade of the 
developing countries. The rate of increase during the years is even more 
significant. This has been possible due to a number of barter agreements 
whereby primary commodities, manufactured consumer goods, and food items 
from developing countries are exchanged for capital goods. Flow of long-
term tied-in loans on easy terms from these countries have also been 
partly responsible for the rapid growth, particularly that of imports, much 
of that otherwise would not have taken place due to shortage of foreign 
exchange. The loans therefore have created new markets for the products 
of the centrally planned countries and badly needed industrial plant capa­
city in the developing countries. 
What has been discussed above is a broad pattern of trade direction. 
Within this pattern, there are considerable variations among the indivi­
dual countries as a result of geographical locations and political and 
economic affiliations. These are discussed individually for each country 
below, 
Brazil; 
The export trade of Brazil has grown from $289 million in 1938 to 
$1,173 million in 1948 to $1,431 million in 1964, During the same period, 
the imports were $295 million, $1,134 million and $1,266 million respectively. 
The figures indicate that growth has been high between 1938 and 1948 and 
slack since 1948, There has not been much change in the trade dispositions 
in terms of destinations and origins of exports and imports. The United 
States continued to be the largest customer for Brazilian exports accounting 
for about one-third in terms of total value, during the period. However 
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there have been years when proportion of exports were as high as 50 percent 
or over (1950, 1952, 1956) and between 45 and 50 percent (1951, 1953, 1959). 
Since 1960, the share of the United States is declining due to low prices 
for coffee, the principal item of export. During and immediately after the 
war, coffee was fetching high prices in the international markets and this 
prompted many Latin American and African countries to plant coffee. Since 
the early sixties, the output of coffee from these countries has assumed 
significant proportions and is competing with Brazilian coffee in the 
United States market for export quota. Instead of being a monopolist, 
Brazil has to be content with a share of the market. In the meanwhile, 
Brazil has been making progress in the production of cocoa which now ac­
counts for about 5 percent of the exports, with the United States again as 
the principal customer. 
The European Economic Community (EEC) is the next best customer for 
Brazilian exports followed by other developed countries, mostly West Euro­
pean. The EEC countries accounted for about one third of Brazilian exports 
in 1938. But due to lack of purchasing power resulting from war effects 
and high price of coffee, the share of exports were at 13 percent till 
about 1950» Since then, the share of the EEC market has risen steadily, 
and in 1964, the same stood at 26 percent. Exports to other developed coun­
tries show a similar trend, the share rising from 14 percent to 17 percent 
during 1948-1964 period. 
Latin American countries, the United Kingdom and the rest of the world 
have been poor markets for Brazilian products. Brazil exports manufactured 
goods to other Latin American countries that account for about 10 percent 
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of the total exports. The rest of the world consisting mostly of poor and 
less developed countries has been unsteady and poor market for Brazil's ex­
ports accounting for 2 to 9 percent of the total exports during 1950-1964, 
(Table 4,1 and Figure 1). 
The most significant addition to Brazil's export market has been the 
centrally planned economies. From an insignificant proportion till 1954, 
the share of the exports has risen to 6 percent valued at $89 million in 
1964. Food commodities (beverages and meat) are the major items of export. 
The imports follow more or less the same pattern, with about a third 
originating in the United States, and less than 20 percent each from other 
groups or areas. However, the share of imports from the EEC countries is 
less than their share os exports while the share of the Latin American 
countries and the rest of the world, greater than their respective shares 
of exports. The gain by the Latin American countries is particularly im­
pressive; from 10 percent in 1948, the share has risen to 21 percent in 
1964 (Table 4.2 and Figure 2). Large imports of food items in recent years 
has contributed to the increase. The imports from the centrally planned 
countries follow the same trend as exports. 
Mexico : 
Among the countries reviewed here, Mexico has the largest concentra­
tion and least geographical diversification of trade. About 60 percent of 
the exports and 70 percent of the imports have their destination and origin 
in the United States. The pattern is gradually changing with a weak trend 
as may be seen from Figures 3 and 4. 
The United States is the largest customer for Mexican exports. In 
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1938 the United States accounted for about 70 percent of Mexico's imports. 
The U.S. share rose even higher in the immediate post-war period (86 per­
cent in 1950, 79 percent in 1952 and 77 percent in 1957). Since 1957, the 
trend is taking a reverse turn; it has steadily declined to 58 percent in 
1964 (Table 4.3). The imports also show a similar trend. From a share of 
58 percent in 1938, the proportion rose to 85 percent in 1953. Since then 
the share has been falling steadily. In 1964, it stood at 68 percent 
(Table 4.4). 
There are many reasons for the dominance of the United States in Mexi­
can trade. First and foremost is that the two countries are adjoining. 
This facilitates economical and quick transportation across the border. 
The second reason lies in the nature of the items exported from and imported 
into Mexico. Mexico exports large quantities of perishable and semi-
perishable items like fresh vegetables, fruits, nuts, meat products, etc. 
These commodities are in great demand in the United States. The demand is 
constantly on the increase, owing to rising per capita incomes and high in­
come elasticity^  for these commodities. Mexico therefore benefits from its 
neighbor's growth and prosperity, receiving a share of the prosperity. 
Mexico has another advantage and this is with respect to labor cost. Since 
orcharding and truck cropping activities are labor intensive, Mexico is in a 
highly competitive position as compared to domestic production in the United 
Waite and Trelogan (58, p. 25) estimated the income elasticities for 
some of the commodities as below: 
1) Tomato juice = 1.38, 2) Asparagus = 1,14, 3) Fresh peas = 0.90, 
4) Fresh carrots = 0.68, 5) Orange = 0.43. 
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States. There are other items that flow to the United States such as sugar, 
mineral ores, and a few other primary products. The low transport cost ren­
ders these commodities competitive in the United States market. 
It should not be construed that benefits flow only in one direction. 
The benefits flow both ways or mutual and for the same reasons, such as 
transport cost, nearness, and economic development. Mexico is experiencing 
a high ten^ o of industrialization and needs to import large quantities of 
capital goods and machines. These are being largely supplied by the United 
States. The United States is therefore a beneficiary from Mexican develop­
ment. 
The share of the Mexican exports going to the EEC and other developed 
countries has been about 8 to 10 percent till 1959. Since then the EEC's 
share has fallen to 4 percent and the share of the other developed coun­
tries risen to 12 percent. The imports however do not show such divergence 
with both the groups accounting for about 13 percent each. The loss of ex­
ports to the EEC countries is indeed significant; it has fallen from a high 
of $67 million in 1956 and $42 million in 1964, which is only about $10 
million above the pre-war level. Since Mexico exports mostly agricultural 
and primary commodities, the unrealistic imposition of tariff by the EEC 
countries to protect agriculture is largely responsible for such low turn­
over. Mexico is in a position to export wheat, maize, beef, and many other 
commodities at competitive prices. But this advantage is lost due to pro­
tective tariffs. The imports from the EEC group into Mexico makes a 
striking contrast. From $30 million in 1938, the imports have risen to 
$201 million, an increase of about 600 percent by 1964 as against a mere 
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35 percent rise in exports. This has created an adverse balance of trade 
between the EEC group and Mexico. The gap was about $160 million in 1964. 
Other countries do not figure prominently in the Mexican trade pic­
ture. The United Kingdom's share is about 4 percent each way. There does 
not seem to be much scope for trade with Latin American countries in view 
of the fact that the demand for primary commodities is not much. Of late, 
Mexico has been exporting textile products, particularly yarn to a nttmber of 
Latin American countries. 
Interestingly enough, Mexico is gaining new markets-for her agricul­
tural commodities, particularly wheat, in some of the developing countries. 
From less than $7 million (or 1 percent of the total export) till 1957, 
the exports jumped to $172 million in 1958. In 1964 the total exports to 
developing countries amounted to $176 million which was about 16 percent 
of the total. The imports from developing countries however have been very 
small, about $15 million. Mexico has very little trade with the centrally 
planned countries. 
Peru: 
There is considerable divergency between exports and imports of Peru 
with respect to trade direction. The exports go mainly to the United States 
and the EEC countries, each accounting for about a third of the total. The 
rest of the exports are accounted by 1) other developed countries to the 
extent of about 14 percent, 2) Latin America to the extent of 11 percent 
and 3) the rest of the world (Table 4.5). The import trade is dominated by 
the United States, which in 1964 accounted for about 40 percent of the to­
tal imports. The next in importance is the EEC group with 21 percent, the 
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other developed countries with 17 percent, Latin America with 11 percent, 
the United Kingdom with 7 percent, and the rest of the world with only 3 
percent. The centrally planned countries hardly figure in Peru's interna­
tional trade (Table 4.6). 
In the export trade from Peru, the United States, the United Kingdom, 
and the Latin American countries show a losing trend as against the steadi­
ly rising trend by the EEC and other developing countries. In the import 
trade, the United States again shows a losing trend (Figures 5 and 6). 
Peru's exports consist mostly of primary goods such as mineral ores, 
fish meal, basic metals, etc., and these find ready markets in the United 
States and Europe. The less developed countries have not much use of these 
at the present stage of development. Since Peru's exports are mostly to 
developed countries, particularly to the United States and the EEC, export 
proceeds are not subjected to much instability as is evident from growth 
of exports since the early fifties, which further goes to support Cappock's 
(9, pp. 95-96) findings. Peru has a favorable balance of trade. The com­
fortable position however may not last long owing to slow progress in the 
standard of living of the people and the widespread unemployment prevailing 
in the country, necessitating greater tempo of industrialization through 
heavy imports of capital goods and machinery. A development of this type 
may also result in diversification of export commodities, i.e., instead of 
domination by primary commodities, the future exports may contain semi-
processed raw materials and even manufactured goods, thereby increasing the 
value content of the exports and additionally providing increased domestic 
emp loyment. 
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India ; 
In pre-war years, India's exports as well as imports were dominated by 
the United Kingdom which accounted for about one-third of the total exports 
and imports. In post-war years the dominance has waned though as a single 
country the United Kingdom accounts for the largest share in India's ex­
ports and the second largest in the imports. There is a fair degree of 
geographical divergence in India's international trade. The direction of 
export trade has not changed much. Except for the loss of share by the 
United Kingdom and gain by Japan and the Soviet block, the relative shares 
of exports have remained constant (Table 4.7). The same cannot be said of 
imports. The United States now is in the position of the United Kingdom 
before the war. The gain is particularly impressive since 1960. The United 
Kingdom and the EEC countries are showing a losing trend, in contrast with 
gains by Japan and the centrally planned countries (Figures 7 and 8). 
India suffers from acute balance of payment problems. In 1964 alone 
the imports exceeded exports by over $500 million. The adverse balance has 
been growing since 1952, due to heavy and increasing imports of capital 
goods and machinery since the commencement of five year plans. Concerted 
efforts are being made to improve the export earnings. The efforts however 
are not being adequately rewarded owing to trade restrictions imposed by 
many of the developed countries on exports from India. Iiidi'a exports a 
variety of items in addition to the traditional items like tea, raw jute, 
spices, etc. Many of the items are either semi-manufactured (yarn, leather, 
vegetable oils, etc.) or finished goods (textiles, engineering goods, leather 
manufacture, carpets, etc.). India has advantage in the production of some 
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manufactured commodities such as textiles. But textiles are among the 
least free traded commodities in all the developed countries. The same may 
be said of many other manufactured items. India has been importing heavily 
from the developed countries. The imports have been possible due to long-
term credits and deferred payment facilities. 
The most significant development in India's foreign trade has been the 
establishment of trade relations with the centrally planned countries. 
There are bilateral agreements between India and these countries. In ad-
' dition to granting long-term credits for the import of plants and machinery, 
these countries are according "most favored nation treatment" for imports 
from India (13). 
Malaysia; 
Malaysia has the greatest equitable distribution of export trade than 
any other country under study. This is due to the nature of commodities 
exported from Malaysia, namely rubber and tin. As rubber is an essential 
factor in transportation, the demand for rubber is very high. The demand 
for natural rubber is also growing in spite of large expansions in the 
synthetic rubber industry, owing to the fact that rubber manufactures re­
quire some proportion of natural rubber with the synthetic counterpart. 
Even with the largest synthetic rubber industry in the world, the United 
States continues to import Malaysian natural rubber. However, the share of 
exports to the United States is continuously falling due to a greater de­
gree of substitution by the synthetics. For the same reason the share of 
the United Kingdom is also falling. The export share to other countries 
has more or less remained constant (Table 4.9, Figure 9). Tin is another 
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important export item. 
There is a fair degree of diversification in Malaysian imports. The 
United Kingdom continues to be the largest exporter to Malaysia accounting 
for about one sixth of the total imports. The proportion has also been 
constant (Table 4.10, Figure 10). The reason for the dominance of the 
United Kingdom in Malaysian external trade is to a large extent due to the 
large Sterling investments in Malaysian economy, 
Ghana; 
Ghana is the world's largest producer of cocoa, its principal export 
item. The demand for this beverage material is mostly with the richer or 
developed countries. It is therefore no wonder that the United States, 
the United Kingdom and the EEC countries are its main customers (Table 
4.11). The trends in export shares appear to be mixed - with a falling 
trend for the United Kingdom and the United States and a rising trend for 
the EEC group (Figure 11). The Soviet Union is also an important customer 
and exports to Soviet block are showing a rising trend. 
The United Kingdom dominated Ghana's imports till 1957 and accounted 
for about half of her imports (in terms of value). Since then the share 
has declined to 27 percent (Table 4.12, Figure 12). A. rising trend is seen 
in the imports from the EEC group and the Soviet block with imports con­
sisting mostly of capital goods. 
The United Arab Republic; 
The direction of export trade of the United Arab Republic is different 
from other countries reviewed so far. About half of the export earnings 
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come from the centrally planned countries. The trend has been significant. 
From 12 percent in 1948 ($72 million) the share has risen to 45 percent 
($243 million) in 1964. During the same period, the share of the United 
Kingdom has fallen from 29 percent ($173 million) to 5 percent ($25 mil­
lion) (Table 4.13, Figure 13). The United Arab Republic is getting econo­
mic aid from the Soviet-block countries, particularly the Soviet Union, 
in the construction of Aswan Dam and is paying for it though the export 
of cotton, its principal export commodity. The direction of imports shows 
more or less the same pattern as exports, with the exception that the share 
of the United States is rising (Figure 14). The U.S. share has risen from 
7 percent ($7 million) in 1948 to 29 percent ($278 million) in 1964 (Table 
4.14). International trade of the United Arab Republic is an example of 
extreme instability in the direction of trade due to non-diversification 
of export commodities^ and developments in international relations and poli­
tics. It is precisely the political factor which makes prediction or trade 
forecasting unreliable and difficult. 
Summing up, it may be said that the direction of international trade 
of developing countries is undergoing significant changes. The changes 
are in the direction of diversification of markets. Diversifications are 
taking place owing to shrinkage in the traditional export markets, neces­
sitating the search for newer markets. Changes in the commodity composi­
tion of exports are to some extent responsible for the change. Diversifi­
cation of import sources is also taking place, based on price considerations. 
^Cotton accounts for over 70 percent of the total earnings. 
lOOr-
90 
80 
70 
60 
OUS. 
• U.K 
AE.E.C. 
AOTHER DEVELOPED COUNTRIES 
•CENTRALLY PLANNED COUNTRIES 
•JAPAN 
- REST OF THE WORLD 
VO TO 
1938*48 '50 '51 '52 '53 '54 '55 '56 '57 58 '59 '60 '61 '62 '63 '64 
YEARS 
FIG. 13.DIRECTION OF EXPORT TRADE OF U.A.R. . 1938- 1964 
lOOr-
90 
80 
70 
60 
OU.S. 
•U.K. 
AE.E.C. 
AOTHER DEVELOPED COUNTRIES 
•CENTRALLY PLANNED COUNTRIES 
•JAPAN 
- REST OF THE WORLD 
VO W 
938'48 '50 51 '52 53 54 55 '56 '57 58 59 60 61 '62 63 '64 
YEARS 
FI6.I4.DIRECTI0N OF IMPORT TRADE OF U.A.R. ,1938-1964 
94 
Japan's growing exports to developing countries are due to competitive 
prices rather than other considerations. 
Most developing countries suffer from foreign exchange shortages. Yet 
most of these countries import more than they export, rather consistently, 
over many years. Excess of imports are rendered possible through long-term 
development credits from the developed countries. One difficulty with these 
credits is that they are conditional or tied-in whereby, the imports are 
required to be from the grantor country. Such terms are not always advan­
tageous for the borrowing country because the imports may not be interna­
tionally competitive. Tied-in credits increase costs of production and make 
difficult for such outputs to coiqjete in international markets when the 
surpluses are intended for export. Another disadvantage of the conditional 
credit lies in the quality or the efficiency of the factor available in the 
grantor country. It is also true that sometimes the terms of credit include 
such clauses as repayment through exports at a determined price. Such terms 
prevent a country from benefitting when prices rise. Smooth functioning of 
the price equilibrating mechanism is also disturbed within and outside the 
countries concerned. 
The most significant changes to trade directions are contributed by the 
centrally planned countries. Not only that the rate of expansion of trade 
was high at 11 percent per annum, the centrally planned countries are also 
responsible to a large extent for the change in established trade direc­
tions and provide a good market for exports of developing countries. For 
the exports of centrally planned countries, developing countries provide a 
steady market. The exports from the centrally planned countries increased 
at an annual rate of 15 percent - as against an increase of only 1.5 percent 
95-96 
in the inter-trade between the developing countries. The high rate of gain 
in the exports of centrally planned countries to developing countries has 
some interesting implications. Since the exports are mostly capital goods 
and machinery, the importing countries are rendered much needed help in 
industrialization and resource development, which would eventually produce 
either import substituting items or export goods. The effect in either case 
would be favorable to balance of payments situation. Since the centrally 
planned countries are in much need of consumer goods and food items, the loss 
of western markets in these items by the developing countries, due to high 
tariffs; expansion in the domestic output, development of substitutes, etc. 
is more than made good. The sum total effect is net trade creation and 
economic development. 
The United States has emerged as the largest exporter to many de­
veloping countries. The exports are highly diversified - ranging from in­
dustrial plants, power plants, transport equipment, etc. The financing of 
these exports has been mostly through long-term loans and this partly ex­
plains for U..S. gain in the foreign trade of developing countries. 
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Table 4.1. Direction of export trade of Brazil, 1938-1964^ (Value in million U.S. dolla 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 1957 1958 
1 2 3 4 5 6 7 8 9 10 11 12 
U.S. 99 507 734 861 727 745 579 602 735 660 534 
(34) (43) (54) (49) (52) (48) (37) (42) (50) (47) (43) 
U.K. 25 111 112 173 38 71 74 60 54 66 54 
(9) (9) (8) (10) (3) (5) (5) (4) (4) (5) (4) 
E .E *C. 102 158 172 296 261 341 400 263 259 215 218 
(35) (13) (13) (17) (19) (22) (26) (18) (17) (15) (18) 
Other developed 34 167 178 220 191 209 305 269 253 235 188 
countries (12) (14) (13) (13) (14) (14) (20) (19) (17) (17) (15) 
Centrally planned 4.3 b _b 7 7 10 22 42 39 39 46 
countries (1) o • 
• • • • • • 
(1) (1) (3) (3) (3) (4) 
Latin America 18 159 109 152 126 110 145 146 103 143 146 
(6) (14) (8) (9) (9) (7) (9) (10) (7) (10) (12) 
Rest of the 7 71 45 48 59 53 37 41 40 33 57 
world (2) (6) (3) (3) (4) (3) (2) (3) (3) (2) (5) 
Total 289 1173 1347 1757 1409 1539 1562 1423 1483 1391 1243 
^Source (25). 
^Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
1954 
8 
Year 
1955 
9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
579 602 735 660 534 592 564 563 485 531 475 
(37) (42) (50) (47) (43) (46) (44) (40) (40) (38) (33) 
74 60 54 66 54 73 65 62 54 55 63 
(5) (4) (4) (5) (4) (6) (5) (4) (4) (4) (4) 
400 263 259 215 218 253 249 314 290 394 373 
(26) (18) (17) (15) (18) (19) (20) (22) (24) (28) (26) 
305 269 253 235 188 129 168 167 138 198 243 
(20) (19) (17) (17) (15) (10) (13) (12) (11) (14) (17) 
22 42 39 39 46 55 72 75 73 95 89 
(1) (3) (3) (3) (4) (4) (6) (5) (6) (7) (6) 
145 146 103 143 146 77 89 98 79 81 139 
(9) (10) (7) (10) (12) (6) (7) (7) (7) (6) (10) 
37 41 40 33 57 103 64 123 95 53 49 
(2) (3) (3) (2) (5) (8) (5) (9) (8) (4) (3) 
562 1423 1483 1391 1243 1282 1271 1402 1214 1407 1431 
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Table 4.2. Direction of import trade of Brazil, 1938-1964^ (Value in million U.S. 
proportion as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 1957 
1 2 3 4 5 6 7 8 9 10 11 
U.S. and Canada 71 586 379 841 837 366 537 309 355 348 
(24) (52) (35) (42) (42) (28) (33) (24) (29) (23) 
U.K. 31 114 135 171 172 49 17 18 43 51 
(11) (10) (12) (9) (9) (4) (1) (1) (3) (3) 
E.E.C. 104 90 173 360 407 273 324 267 164 258 
(35) (8) (16) (18) (20) (21) (20) (20) (13) (17) 
Other developed 23 117 121 215 247 187 344 237 235 241 
countries (8) (10) (11) (11) (12) (14) (21) (18) (19) (16) 
Centrally planned 5 12 9 Ig 6 10 19 38 46 38 
countries (2) (1) (1) (1) (1) (3) (4) (3) 
Latin America 41 115 152 220 174 304 235 291 237 236 
(14) (10) (14) (11) (9) (23) (14) (22) (19) (16) 
Rest of the 20 98 129 194 167 130 157 146 150 316 
(7) (9) (12) (10) (8) (10) (10) (11) (12) (21) 
Total 295 1134 1098 2011 2010 1319 1633 1306 1234 1488 
^Source (25). 
^Negligible. 
A 
alue in million U.S. dollars, figures in parentheses refer to 
Year 
4 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 
9 10 11 12 13 14 15 16 17 18 
309 355 348 483 461 443 515 457 457 436 
) (24) (29) (23) (36) (34) (30) (35) (31) (31) (34) 
18 43 51 44 38 51 47 46 53 37 
(1) (3) (3) (3) (3) (3) (3) (3) (4) (3) 
267 164 258 235 259 294 263 302 297 211 
) (20) (13) (17) (17) (19) (20) (18) (20) (20) (17) 
237 235 241 184 197 219 273 241 212 152 
) (18) (19) (16) (14) (14) (15) (19) (16) (14) (12) 
38 46 38 29 49 80 70 65 76 69 
(3) (4) (3) (2) (4) (5) (5) (4) (5) (5) 
291 237 236 247 234 229 146 238 262 260 
) (22) (19) (16) (18) (17) (16) (10) (16) (18) (21) 
146 150 316 131 136 147 148 127 130 100 
) (11) (12) (21) (10) (10) (10) (10) (9) (8) (8) 
1306 1234 1488 1353 1374 1463 1462 1476 1487 1266 
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Table 4.3. Direction of export trade of Mexico, 1938-1964^ (Value in millioi 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 
1 2 3 4 5 6 7 8 9 10 
U.S. 125 360 433 444 466 405 365 463 481 
(67) (75) (86) (70) (79) (74) (73) (74) (73) 
U.K. 18 14 4 22 11 19 39 28 25 
(10) (3) (1) (3) (2) (4) (8) (5) (4) 
E.E.C. 32 31 17 66 36 35 27 50 67 
(17) (6) (3) (10) (6) (6) (5) (8) (10) 
Other developed 4 6 9 17 23 51 47 47 54 
countries (2) (1) (2) (3) (4) (9) (9) (8) (8) 
Centrally planned 2 12 § i 1 1 b b 1 
countries (1) (3) DT D _b -b _b _b _b 
Latin America 1 31 24 34 23 21 24 27 25 
(-) (6) (4) (5) (4) (4) (5) (4) (4) 
Rest of the 5 22 13 46 33 12 _b 7 7 
wor Id (3) (5) (3) (7) (5) (2) _b (1) (1) 
Total 186 477 502 630 593 544 502 622 660 
^Source (25). 
^Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
365 463 481 452 439 440 455 502 553 598 610 
(73) (74) (73) (77) (60) (60) (60) (61) (59) (62) (58) 
39 28 25 14 12 14 12 11 8 10 9 
(8) (5) (4) (2) (2) (2) (2) (1) (1) (1) (1) 
27 50 67 46 37 44 58 41 53 55 42 
(5) (8) (10) (8) (5) (6) (8) (5) (6) (6) (4) 
47 47 54 41 48 90 80 83 95 98 134 
(9) (8) (8) (7) (7) (12) (10) (10) (10) (10) (12) 
b _b 
1 
b 
X 
_b 
1 1 6 4 20 > _b _b lb D lb _b _b (1) _b (2) 
24 27 25 27 27 25 24 30 38 52 64 
(5) (4) (4) (5) (4) (3) (3) (4) (4) (5) (6) 
_b 7 7 5 172 137 134 157 178 154 176 
_b (1) (1) (1) (23) (18) (18) (19) (19) (15) (16) 
502 622 660 585 736 750 764 825 931 971 1055 
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Table 4.4. Direction of import trade of Mexico, 1938-1964^ (Value in millioi 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 
1 2 3 4 5 6 7 8 9 10 
U.S. 63 459 430 638 612 670 646 701 839 
(58) (87) (84) (81) (83) (85) (81) (79) (78) 
U.K. 4 15 12 16 19 19 15 20 26 
(4) (3) (2) (2) (3) (3) (2) (2) (2) 
E.E.C. 30 13 23 49 43 58 64 74 103 
(28) (2) (5) (6) (6) (7) (8) (8) (10) 
Other developed 7 21 25 37 40 17 56 67 74 
countries (6) (4) (5) (5) (5) (2) (7) (8) (7) 
Centrally planned 1 1 1 4 
i J 1 
1 2 
countries _b _b __ b  (1) -O _b 
Latin America 1 4 4 6 6 4 5 4 12 
(1) (1) (1) (I) (1) (1) (1) (1) 
Rest of the 4 16 14 32 16 21 17 17 16 
wor Id (4) (3) (3) (4) (2) (3) (2) (2) (1) 
Total 109 529 509 785 739 791 799 884 1072 : 
^Source (25). 
^Negligible. 
alue in million U.S. dollars, figures in parentheses refer to 
Year 
4 1955 
9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
701 839 890 869 734 856 798 783 850 1023 
) (79) (78) (77) (77) (73) (72) (70) (68) (69) (68) 
20 26 32 37 38 58 52 43 44 50 
(2) (2) (3) (3) (4) (5) (5) (4) (4) (3) 
74 103 119 124 123 139 150 175 166 201 
(8) (10) (10) (11) (12) (12) (13) (15) (13) (13) 
67 74 78 77 89 109 117 118 145 174 
(8) (7) (7) (7) (9) (9) (10) (10) (12) (12) 
1 2 2 2 2 4 2 1 3 4 
-b _b _b -b _b _b _b _b _b _b 
4 12 10 10 12 12 11 13 19 27 
(1) (1) (1) (1) (1) (1) (1) (2) (2) 
17 16 25 9 7 8 8 9 13 13 
(2) (1) (2) (1) (1) (1) (1) (1) (1) (1) 
884 1072 1155 1128 1005 1186 1138 1142 1240 1492 
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Table 4.5. Direction of export trade of Peru, 1938-1964^ (Value in millio 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 195 
1 2 3 4 5 6 7 8 9 10 
U.S. 20 40 51 59 67 87 88 98 115 
(26) (25) (26) (24) (28) (39) (35) (37) (37 
U.K. 15 26 33 60 20 21 35 28 36 
(20) (16) (17) (24) (6) (9) (14) (10) (12 
E .K. C * 17 15 29 50 53 35 43 56 61 
(22) (9) (15) (20) (22) (16) (18) (20) (20 
Other developed 5 9 9 14 15 23 20 22 32 
countries (6) (6) (5) (6) (6) (10) (8) (8) (10 
Centrally planned 
b b b b b b b b 
Latin America 15 63 61 59 74 57 46 57 53 
(20) (38) (31) (23) (31) (26) (18) (21) (17 
Rest of the 5 8 11 9 9 4 13 7 11 
world (6) (5) (6) (4) (4) (2) (5) (3) (4) 
Total 77 162 194 251 238 222 245 268 308 
^Source (25). 
^Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
88 98 115 115 111 98 156 178 188 191 208 
(35) (37) (37) (36) (38) (31) (36) (36) (35) (35) (31) 
35 28 36 33 27 31 34 44 53 49 50 
(14) (10) (12) (10) (9) (10) (8) (9) (10) (9) (7) 
43 56 61 69 70 82 133 149 166 159 220 
(18) (20) (20) (22) (24) (26) (30) (30) (30) (29) (33) 
20 22 32 38 22 31 40 63 59 71 94 
(8) (8) (10) (11) (8) (10) (9) (13) (11) (13) (14) 
_b _b _b _b 
I 
_b _b _b ? 8 13 
D D 1 2 
46 57 53 50 43 52 44 38 54 54 72 
(18) (21) (17) (15) (15) (16) (10) (8) (10) (10) (11) 
13 7 11 15 17 20 25 24 17 9 10 
(5) (3) (4) (5) (6) (6) (6) (5) (3) (2) (1) 
245 268 308 320 291 314 432 496 539 541 667 
102 
Table 4.6. Direction of import trade of Peru, 1938-1964^ (Value in million 
proportions as %) 
Country/group 
1 
1938 
2 
1948 
3 
1950 
4 
1951 
5 
1952 
6 
1953 
7 
Year 
1954 1955 
8 9 
1956 
10 
U.S. 20 91 99 157 161 159 130 150 179 
(34) (54) (53) (56) (56) (55) (52) (50) (50) 
U.K. 6 12 31 31 26 25 22 27 32 
(10) (7) (17) (11) (9) (9) (9) (9) (9) 
K .E. C. 18 5 17 36 34 38 41 55 75 
(31) (3) (9) (13) (12) (13) (16) (18) (21) 
Other developed 3 8 11 18 31 26 28 32 39 
countries (5) (5) (6) (6) (11) (12) (11) (11) (11) 
Centrally planned 1 1 1 
2 
1 
b b b 
1 
countries (1) (1) 
Latin America 6 40 15 23 20 22 23 27 26 
(10) (23) (8) (8) (7) (8) (9) (9) (7) 
Rest of the 4 11 13 12 15 11 6 9 8 
world 
Total 58 168 187 279 288 291 250 300 361 
^Source (25). 
^Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
130 150 179 191 158 133 164 207 213 208 236 
(52) (50) (50) (48) (47) (45) (44) (44) (40) (37) (41) 
22 27 32 34 27 21 26 33 35 40 38 
(9) (9) (9) (9) (8) (7) (7) (7) (7) (7) (7) 
41 55 75 76 71 64 84 103 131 127 124 
(16) (18) (21) (19) (21) (22) (22) (25) (24) (22) (21) 
28 32 39 50 45 44 53 69 89 95 99 
(11) 
_b 
(11) 
_b 
(11) 
1 
(13) 
1 
(13) (15) 
è 
(14) 
i 
(15) 
i 
(17) 
§ 
(17) 
1 
(17) 
§ 
23 27 26 38 26 24 31 39 
D
53 67 65 
(9) (9) (7) (10) (8) (8) (8) (10) (12) (12) (11) 
6 9 8 10 7 7 15 17 14 20 16 
250 300 361 400 335 294 374 469 537 557 580 
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Table 4.7. Direction of export trade of India, 1938-1964^ (Value in millic 
proportion as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 
1 2 3 4 5 6 7 8 9 10 
U.S. 53 217 219 300 253 202 185 195 184 
(9) (16) (19) (18) (19) (18) (16) (15) (15) 
U.K. 212 297 258 416 266 312 372 353 387 
(34) (22) (22) (25) (20) (28) (31) (28) (31) 
E.E.C# 96 89 86 127 97 69 86 120 105 
(16) (6) (7) (8) (7) (6) (7) (9) (8) 
Other developed 39 137 131 199 115 96 119 111 102 
countries (6) (10) (11) (12) (9) (9) (10) (9) (8) 
Centrally planned 9 25 5 18 6 7 11 9 37 
countries (1) (2) _b (1) _b (1) (1) (1) (3) 
Japan 54 14 16 39 54 56 35 55 63 
(9) (1) 1 (2) (4) (5) (3) (4) (5) 
Rest of the 154 592 457 547 509 367 374 434 373 
wor Id (25) (43) (39) (33) (39) (33) (32) (33) (30) 
Total 617 1371 1172 1646 1300 1109 1182 1277 1251 
^Source (25). 
Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
Year 
i 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 
8 9 10 11 12 13 14 15 16 17 18 
185 195 184 277 196 201 214 248 238 273 313 
(16) (15) (15) (21) (16) (15) (16) (18) (17) (17) (18) 
372 353 387 338 349 361 366 347 333 363 359 
(31) (28) (31) (25) (29) (27) (27) (25) (24) (22) (21) 
86 120 105 102 82 100 103 116 98 119 124 
(7) (9) (8) (8) (7) (8) (8) (8) (7) (7) (7) 
119 111 102 132 122 123 140 131 166 172 149 
(10) (9) (8) (10) (10) (9) (11) (9) (12) (11) (9) 
11 9 37 52 71 108 108 116 164 203 272 
(1) (1) (3) (4) (6) (8) (8) (8) (12) (13) (16) 
35 55 63 57 54 72 71 87 67 115 132 
(3) (4) (5) (4) (4) (6) (5) (6) (5) (7) (8) 
374 434 373 292 341 342 331 366 347 370 381 
(32) (33) (30) (22) (28) (26) (25) (26) (25) (22) (22) 
1182 1277 1251 1350 1215 1307 1333 1411 1413 1615 1732 
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Table 4.8. Direction of import trade of India, 1938-1964^ (Value in million 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 
1 2 3 "4 5 6 7 8 9 10 
U.S. 40 357 234 470 637 227 155 189 198 
(7) (18) (21) (26) (38) (19) (12) (13) (12) 
U.K. 177 462 247 300 314 295 317 339 437 
(31) (23) (22) (17) (19) (25) (24) (24) (26) 
E .E. C. 81 109 79 164 147 164 207 233 350 
(14) (5) (7) (9) (9) (14) (16) (16) (20) 
Other developed 29 178 152 144 142 145 112 123 136 
countries (5) (9) (13) (8) (8) (12) (9) (9) (8) 
Centrally planned 7 17 9 9 # 6 ê 12 17 52 
countries (1) (1) (1) (0.5) (1) (1) (3) 
Japan 56 19 16 47 41 26 35 68 92 
(10) (1) (1) (3) (2) (2) (3) (5) (5) 
Rest of the 177 888 500 680 391 328 457 444 444 
world (31) (44) (44) (37) (23) (28) (28) (31) (26) 
Total 567 2030 1137 1814 1677 1189 1295 1413 1709 
^Source (25). 
Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
155 189 198 358 339 410 504 422 623 574 704 
(12) (13) (12) (17) (19) (22) (24) (21) (28) (28) (31) 
317 339 437 501 354 363 423 410 376 340 320 
(24) (24) (26) (23) (20) (19) (20) (20) (17) (17) (14) 
207 233 350 459 344 400 387 367 325 280 315 
(16) (16) (20) (21) (19) (21) (18) (18) (15) (14) (14) 
112 123 136 142 177 137 159 155 152 160 164 
(9) (9) (8) (7) (10) (7) (7) (8) (7) (8) (7) 
12 17 52 76 80 76 74 129 215 203 260 
(1) (1) (3) (4) (4) (4) (3) (6) (10) (10) (11) 
35 68 92 114 83 86 114 125 119 128 144 
(3) (5) (5) (5) (5) (5) (5) (6) (5) (6) (6) 
457 444 444 504 438 391 463 396 418 372 364 
(28) (31) (26) (23) (24) (21) (23) (20) (19) (18) (16) 
295 1413 1709 2154 1815 1863 2124 2006 2228 2054 2271 
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Table 4.9. Direction of export trade of Malaysia, 1938-1963^ (Value in millior 
proportions of %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 19 
1 2 3 4 5 6 7 8 9 10 1 
U.S. 93 215 342 390 215 157 151 236 206 18 
(28) (26) (26) (20) (17) (16) (15) (17) (15) (1 
U.K. 47 113 179 397 266 158 148 249 225 19 
(14) (14) (14) (20) (21) (16) (15) (18) (17) (1 
E .E. C. 51 92 193 282 180 139 173 245 237 19 
(15) (11) (15) (14) (14) (14) (17) (18) (17) (1 
Other developed 33 88 198 257 134 126 142 186 175 16 
countries (10) (11) (15) (13) (10) (13) (14) (14) (13) (1 
Centrally planned 56 62 50 30 14 10 12 34 3 
countries (7) (4) (3) (2) (1) (1) (1) (3) (3 
Japan 31 9 38 51 51 51 54 94 110 13 
(9) (1) (3) (3) (4) (5) (5) (7) (8) (1 
Rest of the 74 240 310 548 404 342 338 336 374 44 
world (22) (30) (24) (28) (32) (35) (33) (25) (27) (3 
Total 330 813 1312 1985 1280 987 1016 1358 1361 136 
^Source (25). 
^Negligible . 
^ (Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
151 236 206 182 129 189 178 182 218 203 
(15) (17) (15) (13) (10) (13) (11) (12) (15) (13) 
148 249 225 199 198 197 219 183 151 139 
(15) (18) (17) (15) (16) (13) (14) (12) (10) (9) 
173 245 237 199 177 227 281 242 220 217 
(17) (18) (17) (15) (14) (15) (17) (16) (15) (14) 
142 186 175 167 152 185 225 166 172 157 
(14) (14) (13) (12) (12) (12) (14) (11) (12) (10) 
10 12 34 38 119 202 149 138 140 162 
(1) (1) (3) (3) (10) (13) (9) (9) (9) (11) 
54 94 110 137 119 168 172 182 171 174 
C5) (7) (8) (10) (10) (11) (11) (12) (11) (12) 
338 336 374 441 350 342 386 385 423 460 
(33) (25) (27) (32) (28) (23) (24) (26) (28) (30) 
)16 1358 1361 1363 1244 1510 1610 1478 1495 1512 
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Table 4.10. Direction of import trade of Malaysia, 1938-1963^ (Value in m; 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 195( 
1 2 3 4 5 6 7 8 9 10 
U.S. 10 98 29 71 60 46 49 49 61 
(3) (12) (3) (5)q (5) (4) (5) (4) (4) 
U.K. 58 162 165 258 268 214 196 226 247 
(18) (19) (17) (17) (21) (20) (19) (18) (18) 
K ,E.C. 16 28 45 101 69 58 69 75 90 
(5) (3) (5) (6) (5) (5) (7) (6) (7) 
Other developed 21 66 63 106 97 81 81 104 117 
countries (7) (8) (7) (7) (8) (8) (8) (8) (9) 
Centrally planned 2 6 ê g 3 6 4 4 5 
countries (1) (1) D J> (1) _b _b 
Japan 7 6 31 80 82 42 48 78 84 
(2) (1) (3) (5) (6) (4) (5) (6) (6) 
Rest of the 202 476 615 933 686 607 579 713 753 
world (63) (57) (65) (60) (54) (57) (56) (57) (55) 
Total 316 842 952 1554 1265 1054 1026 1249 1357 
^Source (25). 
^Negligible. 
)63^ (Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
49 49 61 54 52 57 80 98 113 117 
(5) (4) (4) (4) (3) (4) (5) (6) (6) (6) 
196 226 247 253 266 232 270 297 301 314 
(19) (18) (18) (18) (18) (15) (16) (17) (17) (17) 
69 75 90 97 87 107 124 157 159 170 
(7) (6) (7) (7) (6) (7) (7) (9) (9) (9) 
81 104 117 113 92 115 129 139 146 162 
(8) (8) (9) (8) (6) (8) (8) (8) (8) (9) 
4 4 5 5 85 73 81 81 90 129 
-b _b -b _b (6) (5) (5) (5) (5) (7) 
48 78 84 88 119 120 154 170 190 216 
(5) (6) (6) (6) (8) (8) (9) (10) (11) (12) 
579 713 753 821 807 824 861 775 798 767 
(56) (57) (55) (57) (54) (54) (51) (45) (44) (41) 
1026 1249 1357 1431 1508 1528 1699 1717 1797 1875 
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Table 4.11. Direction of export trade of Ghana, 1938-1964^ (Value in mil] 
proportions as %) 
Country/group 
1 
1938 
2 
1948 
3 
1950 
4 
1951 
5 
1952 
6 
1953 
7 
Year 
1954 1955 
8 9 
191 
IC 
U.S. 7 68 64 80 69 68 55 49 4f 
(13) (34) (30) (31) (29) (27) (17) (18) (IS 
U.K. 33 55 86 106 98 105 129 110 84 
(63) (27) (40) (41) (40) (41) (40) (41) (3f 
E.E.C. 7 13 31 32 37 40 86 72 78 
(13) (7) (14) (13) (15) (16) (27) (27) (32 
Other developed 13 37 22 23 19 19 26 24 27 
countries (6) (18) (10) (9) (8) (8) (8) (9) (11 
Centrally planned b 13 5 10 12 10 20 12 6 
countries _b (6) (2) (4) (5) (4) (6) (4) (2) 
Japan 
_b 
_b 
_b 
_b _b _b _b _b _b 
_b _b _b _b _b _b _b lb ]b 
Rest of the 2 15 6 5 7 9 5 2 3 
world (4) (8) (3) (2) (3) (4) (2) (1) (1) 
Total 52 20 ; 214 256 242 251 321 269 243 
^Source (25). 
^Negligible. 
(Value in mil] U.S. dollars, figures in parentheses refer to 
Year 
53 1954 1955 19fl957 1958 1959 1960 1961 1962 1963 1964 
8 9 ic 11 12 13 14 15 16 17 18 
3 55 49 4f 41 56 60 49 76 58 47 68 
0 (17) (18) (IS(16) (19) (19) (15) (24) (18) (15) (21) 
) 129 110 84 96 104 98 102 93 101 86 74 
L) (40) (41) (3!(37) (36) (31) (31) (29) (31) (28) (23) 
) 86 72 78 76 97 120 114 103 90 87 94 
i) (27) (27) (32 (30) (33) (38) (35) (32) (30) (29) (29) 
1 26 24 27 24 28 27 25 26 27 22 27 
(8) (9) (11 (9) (10) (9) (8) (8) (8) (7) (8) 
20 12 6 18 1 6 23 11 24 25 35 
(6) (4) (2) (7) -b (2) (7) (3) (7) (8) (11) 
_b _b 
_b 5 2 3 5 7 10 12 
_b 
_b 
_b (2) (1) (1) (2) (2) (3) (4) 
5 2 3 2 6 4 9 7 14 27 11 
(2) (1) (1) (1) _b (1) (3) (2) (4) (9) (3) 
321 269 243 257 293 317 325 322 321 304 321 
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Table 4.12. Direction of import trade of Ghana, 1938-1964^ (Value in millii 
proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 
1 2 3 4 5 6 7 8 9 10 
U.S. 4 9 8 10 14 11 8 9 9 
(8) (7) (6) (6) (8) (5) (4) (4) (4) 
U.K. 33 71 75 94 106 113 97 117 117 
(64) (59) (56) (53) (5?) (56) (49) (48) (47) 
E *E. C . 4 18 15 29 25 30 36 45 47 
(8) (15) (11) (16) (13) (15) (18) (18) (19) 
Other developed 2 7 7 10 8 13 15 16 15 
countries (4) (6) (5) (6) (4) (6) (8) (7) (6) 
Centrally planned 1 3 2 2 2 2 3 5 5 
countries (2) (2) (1) (1) (1) (1) (2) (2) (2) 
Japan 1 _b 7 11 8 11 15 25 25 
(2) - (5) (6) (4) (5) (8) (10) (10) 
Rest of the 6 13 20 21 23 21 25 29 31 
"fgorld (12) (11) (15) (12) (12) (10) (13) (12) (12) 
Total 51 121 134 177 186 201 199 246 249 
^Source (25). 
^Negligible. 
(Value in million U.S. dollars, figures in parentheses refer to 
Year 
1954 1955 
8 9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 < 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
8 9 9 13 12 18 21 33 26 23 30 
(4) (4) (4) (5) (5) (6) (6) (8) (8) (6) (9) 
97 117 117 114 103 127 133 145 113 120 93 
(49) (48) (47) (42) (43) (45) (37) (36) (34) (33) (27) 
36 45 47 52 45 71 93 87 80 93 78 
(18) (18) (19) (19) (19) (23) (26) (22) (24) (25) (23) 
15 16 15 18 17 26 26 28 26 23 23 
(8) (7) (6) (7) (7) (8) (7) (7) (8) (6) (7) 
3 5 5 7 7 10 15 21 22 34 50 
(2) (2) (2) (3) (3) (3) (4) (5) (7) (9) (15) 
15 25 25 29 19 24 30 31 22 23 18 
(8) (10) (10) (11) (8) (8) (8) (8) (7) (6) (5) 
25 29 31 37 34 39 45 54 44 49 48 
(13) (12) (12) (14) (14) (12) (12) (14) (13) (13) (14) 
199 246 249 270 237 315 363 399 333 365 340 
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Table 4.13. Direction of export trade of the United Arab Republic, 1938-1964 
to proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 1956 
1 2 3 4 5 6 7 8 9 10 
U.S. 4 19 44 56 48 16 19 26 14 
(3) (3) (9) (10) (12) (4) (5) (6) (3) 
U.K. 50 173 109 112 19 43 42 23 14 
(33) (29) (22) (19) (5) (11) (10) (6) (3) 
E.E.C. 44 108 124 141 139 128 125 95 86 
(29) (18) (25) (24) (33) (32) (30) (23) (21) 
Other developed 11 38 52 47 45 55 43 49 41 
countries (7) (6) (10) (8) (11) (14) (10) (12) (10) 
Centrally planned 13 72 44 54 64 38 45 82 115 
countries (9) (12) (9) (9) (15) (10) (11) (19) (28) 
Japan 9 24 15 42 18 23 20 24 31 
(6) (4) (3) (7) (4) (6) (5) (6) (8) 
Rest of the 20 157 116 131 84 91 119 120 108 
wor Id (13) (27) (23) (22) (20) (23) (29) (30): (26) 
Total 151 591 504 583 417 394 413 419 409 
^Source (25). 
^Negligible. 
Republic, 1938-1964^ (Value in million U.S. dollars, figures in parentheses refer 
3 1954 
8 
Year 
1955 
9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
19 26 14 22 9 6 29 30 25 23 20 
(5) (6) (3) (4) (2) (1) (5) (6) (6) (4) (4) 
42 23 14 
b 
23 12 13 12 20 18 25 
) (10) (6) (3) - (5) (3) (2) (2) (5) (3) (5) 
125 95 86 70 53 65 68 57 74 92 83 
) (30) (23) (21) (14) (11) (15) (12) (12) (18) (18) (15) 
43 49 41 67 61 43 75 40 34 39 53 
) (10) (12) (10) (14) (13) (10) (14) (8) (8) (7) (10) 
45 82 115 188 221 228 244 209 163 234 243 
) (11) (19) (28) (38) (47) (52) (44) (43) (39) (45) (45) 
20 24 31 30 26 14 15 14 7 16 16 
(5) (6) (8) (6) (6) (3) (3) (3) (2) (3) (3) 
119 120 108 116 77 74 106 124 91 100 96 
) (29) (30): (26) (23) (16) (17) (19) (26) (22) (19) (18) 
413 419 409 493 470 442 550 486 414 522 536 
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4.14. Direction of import trade of the United Arab Republic, 1938-1964^ 
to proportions as %) 
Country/group Year 
1938 1948 1950 1951 1952 1953 1954 1955 19 
1 2 3 4 5 6 7 8 9 1 
U.S. 12 51 36 187 103 79 51 63 7 
(6) (7) (6) (23) (16) (16) (11) (12) (1 
U.K. 43 150 119 120 85 50 60 68 6 
(32) (21) (19) (15) (14) (10) (13) (13) (1 
Other developed 13 103 118 140 116 81 73 79 6 
countries (7) (14) (19) (17) (18) (16) (15) (15) (1 
E .E. C « 59 161 159 171 159 158 163 174 15 
(32) (23) (26) (21) (25) (31) (34) (32) (2! 
Centrally planned 17 63 32 42 46 38 26 35 6i 
countries (9) (9) (5) (5) (7) (8) (5) (7) (1: 
Japan 5 2 4 3 3 3 6 13 1: 
(3) _b (1) _b (1) (1) (1) (2) (2; 
Rest of the 36 184 143 140 116 93 94 106 10/ 
wor Id (19) (26) (23) (17) (18) (19) (20) (20) (1! 
Total 185 714 611 803 628 502 473 538 53/ 
^Source (25). 
^Negligible. 
public, 1938-1964^ (Value in million U.S. dollars, figures in parentheses refer 
1953 
7 
1954 
8 
Year 
1955 
9 
1956 
10 
1957 
11 
1958 
12 
1959 
13 
1960 
14 
1961 
15 
1962 
16 
1963 
17 
1964 
18 
79 51 63 72 47 51 86 115 134 194 251 278 
(16) (11) (12) (13) (9) (8) (14) (18) (19) (26) (27) (29) 
50 60 68 63 8 30 44 39 51 63 81 66 
(10) (13) (13) (12) (1) (5) (7) (6) (7) (8) (9) (7) 
81 73 79 67 86 98 79 63 65 70 78 81 
(16) (15) (15) (13) (16) (15) (13) (10) (9) (9) (8) (8) 
L58 163 174 151 129 192 149 169 133 134 194 202 
[31) (34) (32) (28) (24) (29) (24) (27) (19) (18) (21) (21) 
38 26 35 66 113 207 183 159 166 165 164 168 
[8) (5) (7) (12) (22) (31) (30) (25) (23) (21) (18) (18) 
3 6 13 11 21 11 9 11 24 20 16 19 
:i) (1) (2) (2) (4) (2) (1) (2) (3) (3) (2) (2) 
93 94 106 104 120 73 65 76 127 112 132 142 
:i9) (20) (20) (19) (22) (11) (11) (12) (18) (15) (14) (14) 
)02 473 538 534 524 662 615 632 700 758 916 956 
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TERMS OF TRADE 
The rate of expansion of world trade has been far greater than the 
population growth or growth in the GNP in any country during 1949-1964 per­
iod. A good indicator of progress is the volume traded. Taking 1958 as a 
base year, the index of volume of world exports for all commodities rose 
from 64 in 1949 to 141 in 1963. The rate of growth of individual commodi­
ties however has shown considerable variations. It was lower for food and 
raw materials (71 in 1949 and 132 in 1963) and higher for manufactured 
goods (70 in 1949 and 142 in 1964) (Table 5.1). There are changes in the 
Unit values as well. But these are much less than the changes in volume. 
The less developed countries account for a major proportion of the 
export of primary commodities. The slower rates of growth in the exports 
of food and raw materials (primary commodities) as compared to other items 
according to Nurske (36) are due to i) the change in industrial structure 
in favor of heavy industries with a low content of imported raw materials; 
ii) the rising share of services in the total output of advanced countries; 
iii) the low income elasticity of demand for many farm products; iv) crea­
tion of tariff and other barriers in the developed countries to protect 
domestic agriculture; v) import substitution through the development of 
synthetic substitutes; and vi) economies in the use of imported raw materi­
als. Among the causes listed above, the fourth and fifth are perhaps more 
important. 
In addition to the above, production instability and growth in domes­
tic demand may also be cited as further contributary causes. Production 
instabilities may be due to either natural factors or political factors 
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(or both). Since primary commodities are largely agricultural in origin, 
natural factors such as weather conditions, biological relationships, etc., 
play a significant role in the realizations of the production expectations. 
Some farm commodities are even subject to cyclical phenomena. Further, 
many of the commodities are inelastic with regards to supply in the short-
run. Dependence on such raw materials is avoided in the developed countries 
through the development of substitutes. Synthetic rubber is one such ex­
ample. It now accounts for about 60 percent of all rubber consumed. The 
demand for rubber since the end of the last world war has grown at a very 
high rate. Such a big rise in demand could not have been met from the tra­
ditional sources. Synthetic rubber therefore became a welcome substitute. 
Political instabilities have also contributed to instabilities in both 
output and export flows. In many developed countries, the production of 
export commodities like rubber, cocoa, tea, coffee, etc., are controlled by 
external capital. Frequent political changes and changes in government 
policies are a great source of uncertainty to foreign firms. In such situa­
tions the investment and development policies of the firms tend to be cau­
tions. Labor unrest is another factor contributing to production lags and 
instabilities. 
Developing countries are experiencing high rates of growth in popula­
tion, investment and ençloyment, and relatively low rate in agricultural 
output. The increase in the domestic demand for farm products therefore has 
been greater than increase in the output. Further, rise in employment in 
the secondary and tertiary sectors has increased the demand for many primary 
farm commodities, owing to the fact that propensity to consume of these 
commodities is very high with the newly employed money wage earners. Per 
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capita incomes are also rising in many developing countries. The income 
elasticities of demand for many farm commodities are high^ with the result, 
exports have to compete with the internal demand. This would have an ad­
verse effect on the exports. 
The growth of export trade since 1948 shows greater degree of varia­
tion in terms of geographical distribution than commodity composition. The 
rate of growth has been greater in the developed countries. Taking 1958 
as base year, the index of volume of exports has risen from 67 in 1950 to 
141 in 1963. During the same period, the index for developing countries 
has risen from 80 to 134 (Table 5.2), Region-wise, slower growth rates are 
seen in trade originating from Latin America, North America and Oceania com­
pared to higher tates in other regions. Western Europe shows the highest 
growth rate, which to some extent could be due to the nature of commodities 
traded. Exports from Western Europe consist of manufactured goods, mostly 
capital items like industrial machinery, power plants and transport equip­
ment. The developing countries have been the largest importers of Western 
Europe*s capital goods. 
With the same base, it is seen that the unit value index of exports 
has improved in the case of developed countries. From 85 in 1950 the ex­
port unit value index has risen to 102 in 1962, A clearly rising trend is 
also seen. The situation is a little different for developing countries. 
The index rose from 89 in 1950 to 111 in 1952, The Korean War explains 
such high price rises for food and raw materials. From 1953 till 1957, the 
Edible oils = 0.78, cotton clothing = 0.78, food grains = 0.28, 
tobacco = 0.78 (figures refer to urban areas of India) (19, 20, 21) 
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prices continued to remain high, with the unit value indices varying be­
tween 101 and 105. Since 1958, the indices show a steadily declining trend. 
There is however no cause for alarm in view of the fact that volume of ex­
ports have risen by a much higher proportion. The situation may therefore 
be explained as price induced export expansion. But the situation looks 
queer when we compare this to the situation in developed countries. The 
developed countries have registered higher growth rates both in export vol­
ume and unit value. The unit value index shows a gain of two in 1962 over 
the base year in the developed countries while it shows a loss of 5 in the 
developing countries. Fall in prices of primary commodities, especially 
of agricultural raw materials and food items, since 1958 has contributed 
to the declining trend in index numbers. 
The exception to the falling prices were the commodities such as sugar 
and wheat among food crops and jute, a non-food crop. The rising prices 
for sugar may be attributed to generous price fixation under the Interna­
tional Sugar Agreement and the shrinkage in the quantity of sugar entering 
the international market due to Russian purchases of Cuban sugar. The rise 
in prices of wheat since 1960 is due to heavy purchases from the centrally 
planned countries, India and Pakistan to balance the poor domestic harvests. 
In both situations, the conditions cannot be considered normal. The rise 
in the prices of jute since 1960 may be attributed to the rise in the volume 
of international trade in food commodities. 
The fall in export prices of food commodities in general is due to the 
fact that items under question are Engel goods. The exports for food other 
than grains are largely to developed countries. Since the volume of exports 
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also has gone up during the period, the excess quantities are consumed only 
at lower prices. A,s against this, the demand for minerals is a direct func­
tion of industrial development. The sources of many of the minerals exported 
from the developed countries are also limited. 
The imports show even greater disparities in the rates of growth. The 
index of volume of inçorts in developing countries rose from 70 to 116 during 
1950-1963 period, while the same in developed countries rose from 65 to 155. 
The unit values of imports however have not shown much difference (Table 
5.3). 
The overall terms of trade are becoming unfavorable to developing coun­
tries. Since 1959, the index of terms of trade has been steadily falling in 
the developing countries while the same is moving in the opposite direction 
in the developed areas. Latin American countries have been the worst hit. 
From an extremely favorable position till about 1957, the terms of trade of 
Latin American countries have since turned unfavorable. The African coun­
tries are also in a similar situation. The Asian countries however have 
been able to maintain a favorable set of terms (Table 5.4). 
All the seven countries chosen for study have improved their export 
positions since 1950. The volume of exports has gone up considerably during 
1950-1964 (Table 5.5). But the benefits, at least for some countries, from 
export expansion have not been as much as they should have been due to a 
heavy fall in the export prices of some commodities like coffee and cocoa. 
The export price indices have fallen heavily in Ghana and Brazil and 
risen in India and Peru. In Malaysia, the price index is around the base 
value. The reasons for large declines in Ghana and Brazil are due to com­
modity concentrations in export trades. Brazil and Ghana export coffee and 
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cocoa respectively. These items dominate the export scene and account for 
over 50 percent of the total export proceeds. Since the prices of both of 
these commodities have declined the export price indices show falling 
trends. 
The falling trends may also be due to export specialization. When a 
country has committed its resources to a particular output, and the com­
mitted resources have not even salvage value, then the country has low 
bargaining power in terms of price determination. This is what appears 
to have been the case with respect to Ghana and Brazil. On the other hand 
the export compositions of Peru, India and Malaysia are more diverse. Di­
versification has helped these countries to maintain the terms of trade. 
A series of regression analyses were carried out, using indices as 
variables, for different countries to assess the relationship, if any, be­
tween export price index and commodity concentration. The results were di­
verse - varying from almost perfect to low correlation. Positive correla­
tion (r) between export prices and commodity concentration was seen for 
Ghana with respect to cocoa (r = 0.58) and Peru with respect to non-ferrous 
minerals (r = 0.68). High negative correlations were observed for Brazil 
with respect to coffee (r = -0.73) and Peru with respect to cotton (r = 
-0.91). Positive relationship for Ghana with regard to cocoa may be due to 
a continuous decline in the export prices of cocoa since 1950 together with 
a steady fall in dominence of cocoa and gain by other commodities in the 
Ghanian export trade. The negative correlation between prices and commodity 
concentrations in Brazil and Peru lend support to the belief that commodity 
diversification is conducive to more advantageous export prices. Further 
support to this view may be seen from null or poor correlation be­
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tween export prices and commodity concentration in India (tea and burlap) 
and Malaysia (tin). Since the commodities were not dominating in the ex­
port trades the export prices had little effect from small variations in 
their proportion. (See Appendix A for details regarding regression equa­
tion "r" values, etc.) 
Poor showings in export prices may also be due to concentration of ex­
ports to particular markets. Concentrations could result in poor bar­
gaining capacity due to excessive dependence on particular markets. If the 
market happens to be very large, with imports flowing from many sources, 
the bargaining power of a single seller would be even weaker. It is found 
that the directions of trade of many developing countries are concentrated 
to some markets. A few examples of such concentrations are: 1) Brazilian 
coffee exports to the United States, 2) Indian exports to the United King­
dom, 3) the United Arab Republic's exports to the Soviet Union, and 4) Mex­
ican exports to the United States, 
Regression analysis to assess the relationship between concentration 
in the export share and export prices indicated some significant results. 
Positive correlation between export prices and dominance in share were ob­
served for Peru with respect to the United States (r = 0.60) and the EEC 
countries (r = 0.76) as well as for Malaysia with respect to the United 
States (r = 0.73) and for Ghana with respect to the United Kingdom (r = 
0.65) (Appendix B). These results do not support the generally held belief 
that export concentrations contribute to price disadvantage for the sellers. 
Instead the results may be used to support the opposite view. The only sup­
port for the popular view is seen from the results for Brazil where export 
prices are negatively correlated to the share of the United States in total 
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exports (r = -0.60). The negative correlation may be attributed to low 
price and income elasticity for coffee (Brazil's major exchange earner) and 
rapid expansion in the output of coffee both in Brazil and elsewhere. When 
export shares are not high enough, the relationship appears to be weak. 
From the results of analysis it has not been possible to arrive at 
any definite conclusion regarding the effects of commodity composition and 
trade direction on export prices. It is the nature of the commodities, 
their end-uses and the sources and elasticity of supply that are likely to 
determine export prices. If, for instance, non-ferrous metals like copper 
and lead are discovered in Canada or Mexico, Peru may not be in the same 
advantageous position with regard to both commodity concentration and ex­
port direction. The same may be said about Ghanian cocoa in the event of 
output contraction in the rest of the world due to natural causes. Stop­
page or reduction of imports by a major importer for reasons political 
or economic would have a similar impact. Diversification both in commodi­
ty composition and export direction is therefore a better policy in a dy­
namic context and would act as a hedge against risks and uncertainties 
caused by changes in demand, technology, political affiliations, and other 
factors. 
Volume and unit value of imports 
The volume of imports of a country is largely a function of its export 
proceeds, and export proceeds in turn are determined by the export prices 
and volume of exports. In the absence of foreign aid and deferred payment 
facilities, indices of volume of imports and exports could be equal pro­
vided, the terms of trade are even. If the terms of trade are adverse, the 
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exports would exceed the iuçorts. The opposite relationship holds when the 
terms of trade are favorable (Table 5.5 and 5.6), The countries with fall­
ing terms of trade have falling indices of imports and vice-versa when the 
terms of trade are rising. Brazil and Ghana exhibit the former situation 
and India the latter. Malaysia and Peru deviate the rule because of surplus 
of exchange accumulated over time. Deviation may also occur under condi­
tions of foreign aid receipt and heavy repayment schedule of external loans. 
Prices of agricultural requisites 
The developing countries import considerable quantities of agricultural 
requisites such as farm machinery, pesticides, natural and manufactured 
(chemical) fertilizers, etc. The proportion of these items to total im­
ports has either gone up or at least remained the same. 
The chemical fertilizers account for over seventy percent of the total 
value of imported agricultural requisites. The proportion seems to be on 
the increase. In view of difficult food situation prevailing in many de­
veloping countries, the imports of fertilizers into developing countries in 
the very near future are likely to rise. Another factor that would contri­
bute to increase in demand is the steadily falling price of fertilizers. It 
is observed that the export prices of fertilizers are constantly falling. 
In 1963 the export prices (f.o.b.) were about half of the 1952 level (Table 
5.7). Export price indices^ for nitrogeneous fertilizers in Italy was 111 
in 1953 and 121 in 1955, but fell to 66 in 1963. Similar price declines 
were also observed for Japanese and German (West) exports. 
^1958 = 100. 
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The favorable prices were confined only to nitrogenous fertilizers. 
The prices of phosphatic fertilizers showed a rising trend. The export 
price indices of phosphates from France, an important exporting country, 
rose from 81 in 1951 to 118 in 1961. In 1964, the index was 112. 
As fertilizers are a homogenous commodity, the price comparisons are 
straight forward. Price comparisons are difficult for agricultural ma­
chinery because of the built-in quality differences from year to year. 
But even then, some price declines are seen in the export products of the 
United Kingdom, Germany (West) and France. Since the imports of farm ma­
chinery by the developing countries were small in comparison to the total 
trade in imports of agricultural requisites, it was not found worthwhile to 
refine the statistics further. 
Favorable prices for agricultural requisites have important implica­
tions. The declining prices would encourage more intensive use of land 
through larger applications of fertilizers. In case, the production is in­
tended for export, the additional output would still remain competitive 
owing to a relatively larger fall in the prices of fertilizers as compared 
to export prices of agricultural commodities since 1959 (See Table 5.1, col. 
7). The declining prices would also encourage a greater degree of import 
substitution, i.e., importing factors of food production rather than food. 
There are considerable economies, both pecuniary and non-pecuniary in im­
porting fertilizers. The largest net savings would be in shipping and ser­
vicing charges. Assuming an input output ratio of 0.5^, a saving of 50 
grains as obtaining in India (22). 
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percent could be realized in shipping cost alone when fertilizers are im­
ported instead of cereals. Besides, there are economies in the use of 
port-landling and transport facilities within the importing country. Ex­
panding the domestic output through fertilizers has other advantages as 
well. These accrue in the form of greater utilization of family labor (or 
fuller employment) through processing and handling the additional output, 
and additional quantities of by-products and crop residues. 
Table 5.1. World export index of volume and unit value, 1938-1964, by commodities^ (index 1958=100) 
Volume index Value index Production 
index 
Year All com­ food and Fuel Manufac­ All Food and Fuel Manufac­ Primary Manufactured 
modities raw materi - tured goods othn- raw ma- tured commodi- commodities 
1 2 
gls 4 5 
goditiesyterials 1 
8 gogds i6i*» 11 
1938 57 83 41 42 39 33 39 47 69 42 
1948 55 66 49 50 103 111 94 96 76 61 
1949 64 71 60 70 105 121 90 96 — — 62 
1951 74 77 70 87 108 129 86 96 — — 69 
1952 73 74 76 86 105 121 88 98 — — 73 
1953 78 79 77 93 100 112 88 94 85 98 
1954 82 83 ' 80 79 90 85 99 109 87 80 
1955 89 90 89 86 99 107 95 95 91 89 
1956 97 98 97 95 101 105 98 99 96 94 
1957 102 102 102 102 103 107 103 101 96 99 
1958 100 100 100 100 100 100 100 100 100 100 
1959 107 109 102 108 99 98 94 99 102 110 
1960 118 119 111 122 100 98 91 101 106 119 
1961 124 124 119 127 99 97 90 102 107 126 
1962 131 125 130 131 99 96 89 102 111 136 
1963 141 132 142 147 100 100 89 102 113 144 
^Source (56). 
Table 5.2. Export trade index of volume and unit price, 1938-1964 by regions® (1958=100) 
Year World Developed Developing Africa North 
b 
Latin Western Middle^ Oceania Asia 
areas areas America America Europe East 
1 2 3 4 5 6 7 8 9 10 11 
Volume 
1938 57 51 74 61 41 85 50 35 55 114 
1948 55 51 68 62 78 85 40 43 65 53 
1950 67 62 80 74 69 87 60 79 65 76 
1951 74 72 75 74 87 82 67 73 69 77 
1932 73 72 77 74 89 75 64 72 75 72 
1953 78 76 83 92 86 70 89 79 75 75 
1954 82 81 85 87 89 82 77 88 79 81 
1955 89 88 91 93 92 88 86 98 89 90 
1956 97 97 97 97 107 95 92 96 95 99 
1957 102 103 99 100 112 96 98 99 102 103 
1958 100 100 100 100 100 100 100 100 100 100 
1959 107 107 107 111 99 108 111 110 111 110 
1960 118 120 113 120 111 111 124 122 113 116 
1961 124 126 118 129 113 111 131 118 126 122 
1962 131 132 127 135 117 121 138 132 127 135 
1963 141 143 134 146 127 122 149 146 133 147 
Unit Value 
1938 39 42 32 30 43 30 44 33 48 36 
1948 103 103 102 103 90 106 109 102 122 112 
1950 88 85 89 82 83 89 83 89 128 104 
1951 108 103 116 107 102 104 102 104 142 140 
1952 105 103 111 111 96 124 106 96 122 120 
1953 100 99 103 101 95 120 99 90 129 106 
^Source (56). 
^Excluding petroleum. 
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orl( 
2 
99 
99 
101 
103 
99 
100 
99 
99 
99 
100 
(Continued) 
Developed Developing Africa North Latin^ Western Middle^ Oceania Asia 
areas areas America America Europe East 
3  4  5 6 7 8  9  1 0  1 1  
97 105 104 94 126 96 93 120 102 
97 105 103 95 116 97 94 115 106 
100 104 104 98 115 100 97 116 103 
103 104 102 100 111 102 101 120 104 
100 100 100 100 100 100 100 100 100 
99 97 94 101 94 97 93 105 104 
100 98 94 102 95 99 91 103 109 
101 95 90 102 93 100 90 102 103 
101 93 89 102 91 100 89 103 101 
102 95 92 101 95 101 89 111 101 
Table 5.3. World import trade index by volume and unit value, 1938-1964, by regions^ (1958=100) 
Year World Developed Developing Africa North Latin Western Middle Oceania Asia 
areas areas America America Europe East 
1 2  3  4  5 6 7 8  9  1 0  1 1  
Volume 
1938 57 60 50 46 45 43 62 46 65 71 
1948 56 55 61 61 64 73 51 50 77 48 
1950 66 65 70 66 74 75 62 66 83 60 
1951 74 70 82 79 75 91 67 67 100 74 
1952 73 70 81 76 79 86 66 65 88 76 
1953 75 74 77 76 84 77 70 66 76 78 
1954 80 78 83 81 78 91 77 71 91 79 
1955 89 88 90 90 87 91 87 82 103 86 
1956 95 95 95 90 98 94 85 85 .95 100 
1957 101 100 104 97 99 108 99 91 97 113 
1958 100 100 100 100 100 100 100 100 100 100 
1959 108 111 101 100 116 93 109 108 95 110 
1960 120 124 109 109 112 98 128 116 115 127 
1961 126 131 113 107 112 103 137 122 105 144 
1962 135 142 115 104 123 105 150 126 108 148 
1963 144 155 116 110 127 103 165 135 120 158 
Unit Value 
1938 41 41 141 44 36 42 44 41 44 43 
1948 106 104 110 111 86 100 113 116 99 124 
1950 89 88 89 84 87 88 89 85 81 99 
1951 110 111 105 98 107 101 114 101 97 124 
^Source (56). 
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(Continued) 
Developed Developing Africa North Latin Western Middle Oceania Asia 
areas areas America America Europe East 
3  4  5 6 7  8  9  1 0  1 1  
109 108 108 101 105 112 106 100 117 
101 101 101 98 100 103 99 95 106 
100 97 98 100 95 101 96 94 101 
101 98 97 99 97 102 97 95 102 
103 100 100 101 99 105 100 97 102 
107 103 103 104 102 108 103 99 108 
100 100 100 100 100 100 100 100 100 
97 98 96 99 100 97 96 98 97 
98 99 97 100 98 97 97 99 99 
99 98 97 98 98 97 97 100 97 
96 97 98 97 92 96 99 99 96 
97 98 100 98 97 97 100 101 97 
Table 5.4. Terms of trade, 1938-1964, by region^ 
Year Developed Developing Africa North Latin^ Western Middle Oceania Asia 
areas areas America America Europe East 
1 2  3  4  5 6 7  8  9  1 0  
1938 103 78 68 120 71 100 75 108 84 
1948 99 93 93 105 107 97 96 123 91 
1950 96 108 105 95 122 92 104 159 106 
1951 92 114 118 88 128 89 102 157 117 
1952 95 103 103 95 119 94 105 122 103 
1953 98 103 100 97 120 96 93 136 100 
1954 96 109 107 '93 132 96 104 128 101 
1955 96 108 106 95 120 95 102 121 104 
1956 97 104 104 97 116 95 104 119 101 
1957 96 100 99 97 109 95 105 120 96 
1958 100 100 100 100 100 100 100 100 100 
1959 102 99 99 102 94 101 99 106 107 
1960 103 99 97 102 96 102 98 104 110 
1961 104 97 93 104 95 104 100 102 106 
1962 105 95 90 106 92 105 95 103 105 
1963 105 97 92 104 97 105 96 110 104 
^Source (54), 
^Excludes petroleum exports. 
Table 5.5. Index of export and unit value, for some developing countries, 1938-1964^ (1958=100) 
Country Year 
1948 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 
Volume 
Brazil 135 110 86 101 101 104 113 104 120 122 123 133 123 138 b 
Peru 
b 
78 80 83 87 86 95 97 100 113 147 171 182 173 
b 
India 
b b 93 93 97 106 102 110 100 107 101 105 112 126 134 
Malaysia b 98 84 77 94 100 103 105 100 109 123 133 136 146 146 
Ghana 91 102 100 109 98 96 109 121 100 122 141 174 185 176 173 
Unit Value 
Brazil 75 139 133 126 147 111 106 108 100 85 83 85 80 81 
b 
Peru 
b 165 129 109 118 110 151 116 100 98 104 102 105 110 
b 
India b _b 107 99 105 97 101 101 100 100 109 111 106 106 106 
Malaysia 
b 
181 132 105 87 125 116 110 100 120 127 105 102 99 100 
Ghana 91 85 82 78 111 94 76 72 100 89 78 63 58 59 62 
^Source (56). 
^Data not available. 
Table 5.6, Index of import and unit value for some developing countries, 1951-1964^ (1958=100) 
Country 
1 
1951 
2 
1952 
3 
1953 
4 
1954 
5 
1955 
6 
1956 
7 
Year 
1957 
8 
1958 
9 
1959 
10 
1960 
11 
1961 
12 
1962 
13 
1963 
14 
1964 
15 
Vo lume 
Brazil 121 110 115 145 87 82 100 100 110 111 104 97 97 b 
Peru 73 78 80 76 88 101 112 100 101 123 125 136 137 _b 
Mexico _b 72 66 79 83 98 111 100 110 111 120 117 124 151 
Malaysia 94 83 72 74 95 104 104 100 106 128 134 152 151 149 
Ghana 68 68 83 85 108 104 113 100 130 145 159 136 156 140 
Unit Value 
Brazil 115 127 118 101 111 111 110 100 92 97 103 113 113 D 
"u 
Peru 121 130 123 98 120 103 100 100 97 97 102 108 105 
India - 109 100 97 97 99 107 100 93 98 99 94 97 100 
Malaysia 132 119 109 107 98 101 105 100 98 101 99 101 101 102 
Ghana 110 116 104 99 97 100 101 100 103 106 106 102 99 103 
Terms of Trade 
Brazil 120 105 107 146 100 95 98 100 92 86 83 70 72 D 
Peru 136 99 89 120 92 146 116 100 101 102 100 97 106 
India D 98 99 108 100 102 94 100 107 111 112 112 109 100 
Malaysia 137 111 90 81 127 115 104 100 122 126 106 101 98 98 
Ghana 77 74 81 112 97 76 71 100 86 62 59 57 60 60 
^Source (54). 
^Data not available. 
Table 5.7. Index of unit export and import prices of fertilizers in certain exporting and importing 
countries® (1958=100) 
Export Price Index (fob) Import Price Index(cif) 
Year Italy^ Japan^ W, Germany^ France^ Brazil^ Mexico^ Malaysia^ 
N N N P A. A, N 
1 2 3  4  5 6 7  8  
1950 
e e e 86 
e e e 
1951 
"e "e e 81 e 
"e ~e 
1952 
e 
127 128 86 
e e e 
1953 111 98 110 84 e e 
1954 111 100 114 85 108 
1955 121 111 119 82 137 
e 
1956 116 116 113 85 118 133 e 
1957 115 111 110 88 110 111 
1958 100 100 100 100 100 100 e 
1959 82 92 90 109 89 102 e 
1960 79 85 82 107 84 103 100 
1961 73 87 80 118 91 100 99 
1962 68 72 76 118 84 97 95 
1963 66 64 74 114 84 83 56 
1964 81 72 85 112 82 81 
^Source (26). 
^For nitrogeneous (N) fertilizers only. 
'^For phosphatic (P) fertilizers only. 
*^All fertilizers (A). 
®Data not available. 
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DETERMINANTS OF FOREIGN TRADE 
In an open economy, international trade and domestic economy are in­
terdependent. The degree of dependence of the domestic econony on interna­
tional trade and vice-versa depends on the stage of economic development of 
a country and the economic systems. In developed countries the degree of 
dependence could be low due to 1) a sizable domestic demand giving the 
benefit of economies of scales in production and 2) a large degree of self 
sufficiency in capital goods. Commenting on the conventional belief (which 
persists even in the present period) that if a rich old country were to 
neglect the struggle for markets its prosperity would drop and fail, 
Keynes (28, p. 382) said, 
"... if nations can learn to provide themselves with full 
employment by their domestic policy (and we must add if 
they can also attain equilibrium in the trend of their 
population), there need be no important economic forces 
calculated to set the interest of one country against 
that of its neighbors. There would still be room for 
the international division of labor and for international 
lending in appropriate conditions. International trade 
would cease to be what it is, namely a desperate ex­
pedient to maintain employment at home by forcing mar­
kets and restricting purchases, which, if successful will 
merely shift the problem of employment to the neighbor, 
which is worsted in the struggle." 
In other words, the economic activity in developed countries is possible 
of maintainment through domestic economic policies conducive to expansion 
in the domestic demand. In the centrally planned countries similar results 
are obtained through planned efforts toward self sufficiency in capital 
and selected consumer goods. It is however not possible to maintain eco­
nomic equilibrium in the developing countries due to certain deficiencies. 
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The production in developing countries is largely confined to primary goods, 
such as agricultural commodities, both food and non-food, non-agricultural 
basic raw materials, handcraft items, etc. When a country exports food or 
food products, these are either surpluses or specially raised for export. 
There are no fruitful ways of utilizing these commodities domestically 
either through increased demand or by other means. In the absence of ex­
ports therefore, the production of these commodities would have to be cur­
tailed which in addition to many other consequences would also lead to re­
duced employment. Similar is the case with regard to agricultural non-food 
commodities; as these are mostly industrial raw materials. There is little 
or no demand for them in the developing countries because of lack of manu­
facturing capacity or opportunities. Likewise is the case with non-
agricultural primary commodities. Loss of export markets for primary com­
modities would therefore result in considerable hardship due to lowering of 
economic activity and increase in the unemployed and underemployed. The 
hardships would be even greater in countries where production for exports 
constitutes a major activity as in Ghana, Malaysia, Ceylon, Cuba and many 
others. 
Imports are equally important particularly of food and capital goods 
for the developing countries. Food imports often become necessary due to 
crop failures or inability of output to expand in a very short period. 
The imports of capital goods and along with it the technical know-how are 
necessary for economic development. Absence of imports would therefore be 
fraught with serious consequences and no country at the present time would 
be willing to risk such outcomes. It may therefore be said that interna-
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national trade is an essential factor in the economic development of devel­
oping countries and in many situations it acts as a limiting factor in eco­
nomic development. 
Export Trade 
The export trade of developing countries is dependent on many factors. 
Price competitiveness, demand and capacity to produce are perhaps the most 
important. Bureaucratic delays for exporters imposed by the government, 
according to Cohen (8, p. 613) could result in loss of exports. While ex­
plaining the stagnation of Indian exports (1951-61) he observes, 
"While not all commodity policies reflect the same conflicts, 
there is one problem common to all Indian exports. It stems 
from the government's desire to regulate inçorts combined with 
reluctance to rely on the price mechanism to bring about the 
desired amount and composition of imports. The government 
therefore seeks to acquire all foreign exchange receipts, 
which result in additional paperwork and bureaucratic delays 
for exporters and hence encourages, cetaris paribus Indian 
firms to sell in the domestic market." 
The observations above are superficial, journalistic and lack understanding 
of the problem. The behavior of the exporters as observed above, does not 
confirm to the theoretical framework of international trade. Since the ex­
porters receive payments in domestic currency, other things remaining the 
same, the exporters are indifferent between domestic and foreign markets. 
They would therefore exploit the domestic market fully before trying to 
spread their wares in the foreign market. 
Free international trade is solely determined by price. In other words 
the exporter would sell to that country which offers him the highest price 
(c.i.f.) while the importer would try to buy from the cheapest (in terms of 
f.o.b. prices) source. 
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The developing countries have always been the exporters of primary 
goods. They had a great cost advantage in the production of these commodi­
ties before the Second World War. The primary commodities then consisted 
largely of agricultural products, both food and non-food. After the war, 
the demand for primary commodities rose sharply and the traditional sources 
of supply, mostly the developing countries in the case of agricultural com­
modities, were unable to meet the increased demand. The failures on the 
part of developing countries to meet the increased demand are due to many 
internal causes, the most important among them are: i) inelastic supply of 
land, ii) damage and destruction of productive assets by war, iii) decline 
of productivity of land due to faulty cultivation practices and inadequate 
maintenance, iv) stagnant technology, and v) rise in the domestic consump­
tion. 
Inelastic supply of land 
Many of the developing countries have high population densities. Be­
cause agriculture is the only source of livelihood for a large majority of 
the people, land has always been scarce. With low technology, and scarce 
capital situation the increases in output have to come largely from addi­
tions of labor and land. Labor is generally abundant, but land is scarce. 
Since labor is already intensively employed on existing land, further inten­
sification is possible only when more land is brought under cultivation. 
But due to paucity of suitable land,^ significant expansion in area in most 
^any primary commodities have rigid factor requirements. For example 
tea, coffee, rubber, spices, paddy, etc. require special conditions such 
as gradient, soil depth, and texture, climatic conditions, etc. Most of 
the available land would be already under such uses. 
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countries is not possible without reclamation. Reclamation is an expensive 
operation as most of the economically reclamable land would have already 
been reclaimed and further reclamations may necessitate even the use of im­
ported heavy earth-moving machinery. This would raise the cost of such 
Zand and hence the cost of output. In some cases the crops may not require 
special types of land and yet it may be difficult to extend the area when 
it has to come at the expense of other crops, due to subsistence nature of 
farming. In most of the primary commodity exporting countries agriculture 
is traditional and motivated toward basic self sufficiency. The non-
monetized part may be as high as 80 percent of the total activity in some 
countries. In India for example monetization in farming is estimated at 
about 30 percent (38). In view of these difficulties it may be said that 
the proportion of land and other factors that may be diverted to export 
crops by the farmers would be small and may not exceed the proportion of 
monetization. 
Diversion of even such small proportions may not be rapid enough. Some 
studies have shown that the farmers respond to prices with a time lag of 
two to three years. Inadequate supply responses coupled with time lags are 
certainly not conducive to healthy development of international trade. 
War damages 
Extensive war damages have resulted in loss of production in many coun­
tries, The damages were very significant in some South East Asian countries 
such as Burma, Thailand, Indonesia, Malaysia, French Indo-China (North and 
South Vietnam), Philippines, etc. (6, p. 94). In some countries even till 
1950, the pre-war level of production could not be achieved. In some 
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commodities, the international trade was very much affected by the lag in 
production and foreign trades were not fully met even as late as in 1963, 
as in the case of rice. The total export of rice before the war was about 
9.65 million tons a year. Exports fell to 1.1 million in 1945 and gradually 
rose to 4.3 million in 1950, 5.0 million in 1959 and 6 million in 1963. 
Burma, Siam (Thailand) and Indo-China were the principal exporters before 
the war. Burma alone exported 3.1 million tons but has never been able to 
reach even close to that mark since then. The highest post-war rice ex­
ports from Burma was 1.75 million tons in 1960, which is little more than 
half (57 percent) the pre-war level. Likewise Indo-China, which exported 
about 1.3 million tons before the war, was exporting less than 10 percent 
of that in 1950 (Table 6.1). Similar is the case with many other exporting 
countries such as Indonesia, Malaysia, Formosa, Philippines, The only ex­
ception is Siam (Thailand). Siam exceeded its pre-war level of exports 
(1.388 million tons) by 1950, but since then there has not been much im­
provement in the quantum. 
Damages to rubber plantations were even more severe. There were ex­
tensive damages to rubber trees in the South-East Asian countries due to 
bombing and neglect. The industry was in an utterly disorganized state in 
1945, producing about one-fifth of the pre-war output. But the recovery 
was rapid and by 1947 the output was 25 percent about the pre-war level. 
The rate of recovery was very significant in Malaysia (Table 6.1), the 
largest producer of natural rubber. The secret of such a rapid recovery 
may be traced to the structure and organization of the industry. Raw rub­
ber production in South-East Asian countries is organized on a plantation 
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scale and is totally market oriented. Further, most of the plantations were 
owned by foreign capital. Post-war spurt in demand accompanied with high 
prices, provided the necessary incentive for heavy investments in the indus­
try. Foreign ownership, to a great extent, helped to supply the necessary 
capital. Quick response to demand and rapid rehabilitation and development 
of rubber industry makes a striking contrast to rice production. The con­
trast is due to structure and organization. The former is large scale, 
capital intensive, and fairly mechanized while the latter is mostly a sub­
sistence farming activity, which is more a way of life than a profit moti­
vated enterprise. 
Production of copra suffered considerably due to war in Malaysia and 
Indonesia, the major copra exporting countries. In both the countries, 
recovery has been slow (Table 6.1). 
Decline in fertility and productivity 
Short run profits are often reaped by bringing unsuitable land under 
cultivation. Such lands are not always cultivated in a proper or scienti­
fic manner because of high costs of conservation. The land generally ex­
hausts itself over time and finally settles to a low level of productivity. 
The rate of response to productive factors also tends to be poor. Low 
response discourages intensive utilization of land because of higher costs. 
Faulty practices and inadequate soil-conservation measures have resulted in 
almost irrepairable damages to crop lands. In the normal course such lands 
should go out of cultivation. But this does not happen in most developing 
countries due to heavy pressure on land. Costs of additional output in de­
pleted lands are high and therefore output shows little response to price 
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changes. 
Stagnant technology 
Technological dualism is perhaps the most striking feature in all the 
developing countries. In many of the developing countries, the newly set 
up industries are modern, incorporating the latest developments in tech­
nology, but at the same time have backward agriculture with technology 
unchanged since ages. Such agriculture has limits to expansion. 
It is wrong to associate low technology with labor intensity. Labor 
intensity is not due to low technology but is a consequence of favorable 
wage rates. Japan has perhaps the most highly developed agriculture and 
yet is among the most labor intensive. The farm size in Japan is smaller 
than what it is in most developing countries and yet the farmers are able 
to enjoy far higher standards of living than their counterparts in de­
veloping countries. Japan has the highest fertilizer consumption rate per 
unit area. This could be possible due to irrigation, multi-cropping, and 
genetic make-up of the seed stock on the one hand, the low cost of fertili­
zers on the other. Advancements in chemical technology are benefiting 
Japanese agriculture in the form of low cost fertilizers. 
Low technology does not permit increased factor intensity. Even when 
some factors are abundant (e.g., labor with no or very little opportunity 
cost), it does not pay to use them. The low marginal rate of substitution 
of labor for other scarce factors (land capital, etc.) even at very low 
accounting prices (wages) is due to extremely low marginal productivity 
under the prevailing technology. Agriculture production function in less 
developed countries may be expressed as: 
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0 = (L, C, P) 
Where output (0) is a function of Land (L), Capital (C) and Labor (P). The 
cultivable land in most of the developing countries is fixed (or supply-
inelastic) and labor^ is generally abundant. The only variable that would 
really matter is therefore capital which is truly a bundle with the power 
to acquire necessary factors other than L and P. The acquired factors are 
very few and generally consist of seed and fertilizers. Seed is either 
home produced or acquired from local sources and is more or less fixed in 
quantity as well in quality, thus isolating fertilizers (manufactured and 
natural) as effective variables in the capital bundle. 
Natural fertilizers are again more or less fixed in quantity and are 
not generally traded and so they play a small role in increasing the output. 
The manufactured fertilizers (here after referred to as fertilizers) there­
fore stand out as effective variables in the production process. But the 
usefulness of the fertilizer variable in most developing countries is 
limited due to scarcity and low consumption capacity of the crops. The 
problem of scarcity has quick solutions; it can be overcome by imports or 
increased domestic manufacture. But there are no easy and quick solutions 
to low consumption potential. By low consumption potential, it is meant, 
that maximum field response to fertilizers occurs at low levels of applica­
tion. Low consumption potential may be attributed to genetic composition 
of cultivated varieties. The evolution of newer and better varieties has 
been slow in the developing countries. Most of the currently cultivated 
^or the sake of analytical convenience human and animal labor has 
been included in P. 
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varieties are old and were evolved when fertilizers were not important. 
The evidence of low consumption capacity is vividly seen in Indian ag­
riculture. The highest recommended dosage under wide sets of price ratios 
for rice is 40 pounds of nitrogen (N) and 47 pounds of phosphates (P) per 
acre (Table 6.2). The same for wheat is 57 pounds of N and 47 pounds of 
P per acre (Table 6.3). The highest recommended dosage is about half (or 
even less) of what is considered optimum in many advanced countries such as 
Japan, Sweden, U.S.A., and the Netherlands, 
In addition to low consumption potential, it is also true that at any 
given level of fertilization (up to a point of maximum yield), the response 
is generally less in developing countries compared to developed countries. 
The higher rates of response in developed countries are due to more ef­
ficient genetic stock which are a result of intensive research and de­
velopment. Research and developments contribute to constant shifts in 
the production function as is the case in many of the developed countries. 
Differences in the production functions between developed and de­
veloping countries are large. Herdt and Mellor (15) provide such a com­
parison between the United States and India in the production functions for 
rice crop with respect to nitrogenous fertilizer; 
U.S.A. Y = 2535 + 25.79x _ .0908x^ (Arkansas) 
Y = 2752 + 19.63X _ .0657x^ (Texas) 
2 
India Y = 1901 + 21.80x _ .2077x (Orissa) 
2 
Y = 1676 + 16,54x _ .1202x (West Bengal) 
(Y = output; X = input of fertilizer in terms of nitrogen). 
The functions for the United States are superior to that of India with re­
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gards to intercepts and fertilizer consumption potential. With regard to re­
sponse, Arkansas (U.S.) has the best rate followed by Orissa (India), Texas 
(U.S.), and West Bengal (India), In overall terms, the United States pro­
duction functions are far superior. On the basis of the above production 
function, the authors also estimate the optimum rate, profitability, and 
return per acre (with identical prices) as below: 
Production 
function (state) 
Arkansas 
Texas 
Orissa 
West Bengal 
Optimum Net Rate of return on 
level of N profit total cost 
(pounds) ($) (percent) 
2 3 4 
122 62.19 305 
124 44.79 217 
33 6.48 86 
35 4.28 53 
For Texas and Arkansas the optimal levels of nitrogen are nearly four times 
as high as in the two Indian States. The net profit and rate of return 
also show far higher figures for the United States, The authors attribute 
the superiority of the United States production function to research and 
development: 
"In the United States, plant breeders have developed varieties 
which are high yielding, adapted to the climate, resistant to 
diseases of the area and acceptable to farmers and consumers 
of the area. Agronomists have developed improved techniques 
for fertilization and optimum rotations. Agricultural engineers 
have developed machinery for efficient application of available 
inputs. The farm management specialists have determined the 
most efficient methods of management. It is the work of these 
specialists and developments they have brought about...explain 
the sharp contrast depicted in the production function..." 
(15, p. 157). 
Technological developments increase the efficiency of resources. With 
the same quantum of resources, a superior technology would yield higher out­
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put or from the same output it would need less of the factors. In other 
words, improvement in technology could result in both shift in the produc­
tion function (vertical shift) and extension of the response curve (move­
ment to the right). 
Technological developments are a direct consequence of investment in 
research and development (R and D). It is broadly defined as improvements 
in "organization, professional skills and technical knowledge (3, p. 30). 
Ewell (11) assumed definite correlation between growth in GNP and expen­
diture on R and D. He connected the United State's growth of 3 percent 
with 10 percent expenditure on R and D. He also estimates the financial 
yield to research at 100 to 200 percent per year - which works out to one 
quarter to one half of the annual per capita growth in GNP. Solow (43) 
also conducted a similar study to estimate the contribution of technology. 
He estimated the elasticities of output with respect to capital and labor 
at 0.35 and 0.65 respectively, and the growth effect of gradual improve­
ments in technology at 1.5 percent a year. 
The above findings indicate the extent of benefits that could be real­
ized through R and D. Unfortunately, the developing countries are not in 
a position to exploit benefits owing to inadequate research funds and short­
age of technical personnel. The growing disparities in factor productivities 
in the future may assume such proportions that the developing countries may 
be forced out of export trade in agricultural commodities by the developed 
countries. 
Poor response to fertilizers effects the supply elasticity in yet 
another manner, through the substitution relationship between land and fer-
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tilizers. The marginal rate of substitution of fertilizer for land will be 
different under different technology (or response rate of genetic matter 
(seed) to fertilizers). If the marginal physical product of fertilizer im­
proves (shift in the production function) under some seed varieties, then 
the marginal rate of substitution of fertilizers for land will be altered 
in favor of fertilizers. Technology is therefore a dynamic variable and is 
implicit in the production function. The production function, with only 
fertilizer as input can be algebraically expressed as (15): 
2 2 0 = B + B F^ + BGR + BJ^ J^ F + BGGR + B^GFR. 
Where 0 = output, F = fertilizer input, R = research input. In developed 
countries the value of R is high.^ It is directly related to research and 
developmental efforts aimed at shift in the production function. The 
greater the shift in the fertilizer function, the more favorable would be 
the marginal rate of substitution of fertilizer for land. This would mean 
lesser dependence on land for additional outputs and greater supply elas­
ticity. 
The rate of substitution of fertilizer for land is very low in de­
veloping countries. With technological advances through intensive research, 
it could be expected to increase. Khan (29) estimated the marginal rate 
of substitution of fertilizer for land of India and compared it with that 
of the United States for rice production. He found that at any given point 
Commenting on this Bronfenbrenner (6, p. 95) says: "We in America are 
experiencing currently a "technological revolution" in agriculture which 
seems to be rising agricultural output per workermore rapidly than that 
same ratio in industry". 
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of fertilizer input, the marginal rate of substitution of fertilizer for 
land is higher for the United States than for India. The situation should 
be the same in other less developed countries as well and is one of the 
major causes of slow and inadequate output expansions. 
Rise in the domestic consumption 
Failures to meet the increased export demand are also to some extent 
due to rise in the domestic consumption. When the rate of expansion in 
domestic output is less than the increase in the combined demand (domes­
tic and export), in the absence of rigid and effective rationing, exports 
would suffer. A large proportion of agricultural exports from developing 
countries consist of basic food items and other necessities. Owing to 
growth in population, the demand for these commodities is rising at a 
steadily increasing rate. 
The growth of population in the developing countries has been high 
largely due to the introduction of modern technology in the form of medi­
cal facilities and large scale public health measures. These measures may 
therefore rightly be called as demand increasing technology. The flow of 
supply increasing technology, in the meanwhile, has been slow or inade­
quate. In other words, improved technology has not resulted in sufficient 
output expansions due to either inadequate flow or ineffectiveness of 
technology. 
The export from a country would also suffer when there is growth 
in per capita income and the prevailence of non-saturation even in basic 
commodities like grains and fibre (cloth). It is observed that in many 
of the developed countries, cereals and,pulses are price and income elastic. 
f 
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In India, the National Sample Survey (19, 20, 21) results indicated high 
income elasticity for basic commodities. Elasticity was 0.55 for major 
cereals, 0.62 for pulses, 0.89 for edible oils, 0.65 for clothing and 1.51 
for cigarette tobacco, in the rural areas. It is also seen that in times 
of hvmper harvests, the proportion of marketed surplus declines. Hoselitz 
(17, p. 105) observes, "...even in cases in which farm output may rise, 
this increased production may not appear in the market, but may be con­
sumed on the farm". Per capita income increases in developing countries 
would therefore mean greater effective demand for many of the agricultural 
exportables, ultimately resulting in contraction of exports. The exit of 
India from international oil seeds trade is a good example of domestic 
demand competing with exports. India was among the major exporters of 
edible oil seeds till 1955; but in 1964, in spite of higher production, 
the exports amounted to only 15 thousand tons valued at Rs. 17 million. 
High income elasticity (0.89) for edible oils largely explains the loss of 
export market. 
Excess of demand (domestic and foreign) over supply causes the prices 
to rise. Since the supplies from developing countries are relatively 
inelastic^ in the short-run as well as in the immediate long-run owing to 
non-augmentability of land factor and low technology, the importing coun­
tries are hard put. They often make efforts to produce or increase output 
domestically through subsidies and concessions. Increased use of substitutes 
Low supply elasticity according to Cairncross (7) was aggravated by 
the concentration of effort in many developing countries on industrializa­
tion rather than agricultural development. 
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are also encouraged. The dependence on imports thus gradually gets re­
duced. Japan provides an excellent example. Japan was heavily dependent 
on imports of rice, the staple cereal. Due to contraction in the supply 
from external sources immediately after the war, the expansion in domestic 
production received high priority. Concerted efforts were made to raise 
the yield rate, which was already high, through intensive biological and 
industrial research. The efforts yielded quick results in the form of 
1) shift and extension in the production function for rice and 2) lower 
cost of chemical fertilizers and pesticides. These developments resulted 
in an increase of 44 percent in yield rates and 50 percent in domestic out­
put in 1963 over the pre-war levels (Table 6.4). A.t the same time efforts 
were also made to substitute rice with cheaper and more abundantly avail­
able wheat. The results are very well seen in Japan's international trade. 
The imports of rice have declined by 90 percent while the same for wheat 
have increased by 640 percent in 1963 over the 1934-38 level. 
Similar improvements in production were also recorded in India with 
regard to rice and a few other crops. The production of rice rose from 
29.2 million tons to 54.7 million during 1938-63, an increase of about 90 
percent (Table 6.5). The increase however has been largely through exten­
sion of area. 
Rising international demand and high prices provided motivation for 
large scale rice production in the United States. Favorable fertilizer 
prices and efficient production function acted as spurs. The results are 
seen in the phenomenal growth in the rice production which rose from a pre­
war level of 0.956 million tons to 3.187 million in 1963 (233 percent). 
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During the period the yield rose from 24.4 quintals to 44.4 quintals per 
hectare, registering an increase of eighty percent (Table 6.6). Currently 
the per acre yield of rice is about three times that of major rice ex­
porting countries of Asia. The United States has now become a major ex­
porter of rice. In 1963 she exported 1.196 million tons, which was seven­
teen times the pre-war level. 
Production has been growing at a slower rate than the rise in demand 
in all the major rice producing countries in Asia, including Burma and 
Thailand. If the above trend continues for a decade then it is likely that 
there may not be any exports from the traditional sources. This would 
make the United States the largest exporter of rice! But even with a high 
rate of output expansion, the United States would not be able to meet the 
growing world demand for rice. The only solution to the impending scarcity 
lies in rapid technological change in rice culture. 
Inelastic supply and rise in domestic demand in the early fifties 
-•C 
tended to raise the prices of agricultural exports. There were also un­
certainties regarding the quantity available for exports due to natural 
factors and political developments. These factors prompted many importing 
countries to reduce their dependence on imports.^ Attempts were made in 
this direction through increase in the internal production and development 
and use of synthetic substitutes. 
Development of synthetics 
Competition of synthetics with agricultural raw materials is one of 
An interesting study by Maizels (33, p. 33) shows close correspondence 
between export volume and relative prices. The mean coefficient for the 
relative price variable was estimated at -1.7. 
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the major threats to export trades of developing countries. Raw materials 
like rubber, cotton, wool, vegetable oils, and hides and skins are finding 
increasing competition from their synthetic counterparts in recent years, 
the production of which are mostly concentrated in developed countries. 
The development of synthetic chemical industries in the main agricul­
tural raw material importing countries is likely to be inimical to an ex­
pansion of output and trade in natural products. The establishment of such 
industries, in addition to causes such as supply inelasticity and uncer­
tainty of natural raw materials is also due to technical considerations. 
It is but one facet of the general process of technological evolution 
which is affecting the demand for agricultural raw materials in many dif­
ferent ways. New methods of production are causing economies in the use of 
raw materials. Rapid rates of innovation and changing consumer tastes are 
causing major adjustments in manufacturing output and hence in the compo­
sition of the demand for raw materials. Much of the research work on 
synthetics has been concerned not so much with duplicating the natural pro­
duct as with evolving entirely new materials with enhanced capabilities (49). 
In the United States for example, where the synthetic fibers and soaps (de­
tergent) first appeared the new products were in fact competing with domes­
tically produced raw materials. A, recent survey of major manufacturing 
firms indicated that about 25 percent of the sales (1962) were out of new 
commodities not in production ten years previously (10). One of the main 
advantages of synthetics is that they may be tailored to meet the Specific 
requirements. The man-made products are quality controlled. The supply of 
commodities unlike agricultural raw materials can also be increased or de-
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creased quickly and more efficiently. 
Synthetic raw materials show a remarkable rate of growth which is far 
greater than the growth of the natural substitutes. During the 1952-1962 
period, the output of natural products like cotton, wool, and rubber rose by 
25 percent, 27 percent, and 18 percent respectively. During the same per­
iod the growth of substitutes were, 79 percent for rayon, 735 percent for 
non-cellulose fibers, and 155 percent for synthetic rubber (Table 6.7). 
Many individual markets formerly held by natural products-have been 
largely lost to synthetics. In 1954, the blend of natural to synthetic 
rubber in the production of tires in the United States was equal, but eight 
years later in 1962, the natural rubber formed only 25 percent of the total 
blend. Similar losses by natural rubber are found in other uses both in 
the United States and other countries. The proportion of natural rubber in 
the total rubber consumption is rapidly falling (Table 6.8). In Japan the 
proportion has fallen by 35 percent during 1952-1962 period. Similar 
trends are also seen in the man-made fibers and synthetic soaps. 
Price stability of the synthetic substitutes are to a great extent 
responsible for their popularity and increased use. An example of such sta­
bility is the quoted price for SBR rubber in the United States, that has 
remained unchanged at 23 cents per pound since 1953. Neoprene prices did 
not vary from 1954 onward and the same applied to butyl until 1963. Man-
made fiber prices in the United States varied only slightly, more fre­
quently, most of the adjustments being downward ones (47, p. 137). A simi­
lar situation has existed in the United Kingdom and other European countries 
with regard to quoted prices of man-made rubber and fibers. 
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The price stability of man-made materials is in marked contrast with 
the wide fluctuations experienced in the prices of competing natural pro­
ducts. Between 1953 and 1964 natural rubber prices in New York ranged 
from under 20 cents a pound to 52 cents. Similar is the case with natural 
fibers. The price stability of man-made items in comparison to natural pro­
ducts may be seen from Table 6.9. Progressively over the years» the avail­
ability of an ever widening range of man-made substitutes has tended to dis­
courage some of the larger fluctuations in agricultural raw material prices 
(47, p. 137). 
The competitive prices of man-made products is a decisive factor in 
its increased popularity. The price of synthetic rubber since 1955 has 
always been significantly lower than the price of natural rubber. Even 
when the price of natural rubber shot up to over 47 cents a pound (1959 
and 1960), the synthetic rubber prices were unchanged at 23 cents. Price 
differentials are also seen in man-made fiber. Rayon which has about the 
same characteristics as cotton, costs only half. Low prices and supply 
stabilities have made man-made products very popular. Man-made products 
are also amenable to long-term sales or purchase contracts at fixed prices, 
thereby imparting predictability and certainty. In contrast to the fixed 
prices, long-term contracts and captive markets characteristic of the man-
made products, the producers of natural raw materials sell their product in 
an open market dominated on the demand side by their competitors. Under 
such circumstances it is natural that the synthetics will always have a 
competitive edge over natural products. 
The man-made products are competing and replacing the natural products 
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even in the developing countries. India is one among those. In addition 
to considerable plant capacity that has already taken place in synthetic 
rubber and man-made fibers, India is also planning large additional in­
vestments in the future. Technological progress in the synthetics and 
the limitations of expansion in the natural products are largely respon­
sible for such developments. 
Future Prospects for Agricultural Raw Materials 
The growth of future demand for agricultural raw materials and the 
man-made substitutes is expected to be high. The projections made by the 
F.A.O. (45) show that world consumption of rubber in 1970 would be between 
7.2 to 8.5 million tons, representing an increase of 63 to 93 percent over 
1961 consumption level. Of this, according to the study, even allowing 
for the most optimistic estimate of yield and production, the share of the 
natural rubber would not be more than 3 million tons. It is therefore 
clear that natural rubber industry is incapable of meeting future demands. 
This leaves the field clear for synthetics. 
The same projections (F.A.O.) put the world consumption of apparel 
fiber around 1970 to be 40-50 percent (9 million tons) over the 1957 level. 
The study estimates the range of increase to be 33 to 37 percent for de­
veloped countries and 60 to 80 for developing countries. Assuming that the 
relative shares of natural and man-made fibers remain the same, an increase 
of 1.7 million tons in natural fiber may be seen in 1970. On the basis of 
assumption made in the F.A.O. study, import demand for raw cotton in 
western Europe is expected to show a small rise. Taking all the developed 
and centrally planned countries together, import demand is expected to 
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increase by 10 to 20 percent (47, p. 176). 
There are other commodities that are being affected by the synthetics. 
Important among them in relation to developing countries are vegetable oils 
and hides and skins. But, as stated previously, the developing countries 
are increasingly finding it difficult to meet the export demand owing to 
rising domestic demand. Before long, the export of such high income elas­
ticity commodities may completely stop from the developing countries. 
Since the export earnings from agricultural raw materials form a 
sizable proportion to total earnings, the future performance of these com­
modities has important implications on the economic development of de­
veloping countries. The crucial factor that would determine the performance 
would be the price relationship with man-made substitutes. The future out­
look as discussed above would be true under constant price ratios (man made/ 
natural). There are indications of declining price ratios in view of 
rapidly expanding technology. Constant improvements are being effected in 
the manufactures through lowering the cost of machinery or greater effi­
ciency in raw material utilization. For example, between 1945 and 1963, 
the quantity of wood pulp required to produce a pound of viscose was re­
duced from 1.12 pounds to 1.05. Similar improvements have taken place in 
synthetic rubber industry. With increasing competition, the improvements 
are likely to result in lower prices. Such developments would effect ag­
ricultural raw materials' trade adversely. In order to remain competitive, 
it is necessary for the developing countries to innovate. This calls for 
larger investments on research and development. 
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Demand for food items : 
The developing countries export a large number of food items such as 
beverages, fruits and vegetables, meat and meat products, sugar, edible 
oils and many such items. In many developing countries these commodities 
constitute a major source of foreign exchange earnings as well as dominant 
activity in the domestic economy. Export prospects for many of these com­
modities however are not bright. There are many structural and institu­
tional impediments coming in the way of healthy growth. Most of the im­
pediments originate in the importing countries and some of them at least 
are possible of remedy. 
Two structural impediments can be explained from the nature of demand 
for imports in the developed countries. Many of the food items imported 
fall outside the basic category and the demand therefore is not perfectly 
inelastic. In other words, demand responds to price and income changes. 
The quantity demanded therefore, cetaris paribas, is a function of price, 
income and population growth. Population growth provides a stable demand, 
growing more or less at the same rate as population. If the demand has to 
increase greater than the normal rate it has to come out of price declines 
or income increases. It is observed that both price and income elastici­
ties of demand for food items in most developed countries are significant. 
The income elasticity for aggregated food items was estimated at 0.61 
(1913-1941) for the United States and 0.53 for the United Kingdom, the two 
major food importing countries. Price elasticity of demand is somewhat 
higher. It was estimated by Jureen (27) for Europe as: 
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Item Sweden and the U.K. Ten European Coun­
tries 
-0.42 Animal products -0.45 
Cereals and potatoes -0.05 -0.10 
Fruits and vegetables -0.80 -0.93 
The above estimates are for aggregative groups. The groups also do not 
include many of the imported items such as beverages, fruits, etc. from 
developing countries. 
A recent study by the F.A.O. (45) fills the gap. The study gives the 
elasticity of demand with respect to retail price for tropical agricultural 
commodities such as coffee, cocoa, tea, sugar, bananas, and citrus fruits, 
in developed countries. According to the study, the weighted average of 
elasticity for all the countries was highest for citrus fruits (-0.55) and 
lowest for tea (-0.14). For both the United States and the United Kingdom, 
the major importers of these commodities, the elasticities were very low at 
-0.2 to -0.3 for the former and -0.1 to -0.5 for the latter (Table 6.10). 
The study also estimates the import elasticity with respect to unit value 
for the above items. The import elasticities were very much lower than the 
retail price elasticities (Table 6.11). 
The relatively low price and income elasticities of demand indicate 
poor scope for improvement both in the near and distant futures. It is 
however possible to improve the demand by appropriate measures such as ad­
vertisement, extensive retail distribution, sales promotion, development of 
new products out of existing ones, etc. But these measures would need large 
outlays and specialized skills and techniques. The developing countries are 
deficient in both. The best way to overcome the deficiency would be to pool 
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the resources and undertake the task collectively. Effective international 
commodity organizations for individual commodities, representing producing, 
consuming and trade interests, would be helpful in achieving the desired 
results. 
Institutional impediments are largely a result of policy actions 
adopted by the importing countries. Policy actions are mostly in the form 
of tariffs, quotas and bans. Tariffs are the most commonly and widely in­
voked restrictive measure in all developed countries. The purpose of im­
port tariff is either to protect the domestic industry or to conserve 
foreign exchange through reduced imports. The developed countries have lit­
tle need for tariffs. But in reality, it is observed that the developed 
countries are the ones that invoke tariffs most and this is particularly so 
in the case of primary agricultural commodities from the developing coun­
tries. Nurske makes a pointed reference to this in his celebrated Wicksell 
Lectures (36, p. 29), He observes that developed countries have a strong 
bias to agricultural protection. Most of the agricultural trade policies 
of the industrialized countries, excluding those with centrally planned 
economies are largely motivated by the desire to reduce income disparities 
between agriculture and other sectors rather than provide incentives to 
production or protect consumers. Kindleberger (30, p. 191) observes, 
"Transformation in the developed countries of a sort advantages 
to the underdeveloped may effect the groups which have been 
longest engaged in a single occupation, and therefore are ef­
fective claimants on public sympathy, or which are engaged in 
labor-intensive activity and would therefore pose an employ­
ment problem if the industry were allowed to collapse under 
the weight of imports." 
He further adds, "But it is more likely that political power is the sig­
nificant variable and it is impossible to generalize about this." 
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The imposition of protective tariff on food items by the developed 
countries looks paradoxical. In spite of unfavorable cost situations, de­
veloped countries insist on domestic production. This may be interpreted 
as a craze for domestic basic self-sufficiency resulting from expectations 
of future uncertainties like war, etc. Production figures since 1948 for 
the developed countries show consistent and stable trends regarding self 
sufficiency (Table 6.12) that have been realized in some countries even 
when there were shortages of manpower for industries. 
Tariffs on food commodities in developed countries generally range 
from 5 percent to 20 percent. It is least in the United Kingdom and 
highest in the United States. There seems to be little rationale in the 
choice of commodities for tariff imposition. Tariffs are levied even on 
items that are not domestically produced. For example, the percentage 
advalorem tariff on tea in 1961-63 was 4 percent in the United Kingdom, 5 
percent in the Benelux countries, 55 percent in West Germany, 23 percent 
in France, and 48 percent in Italy. For linseed oil the rate was 15 per­
cent in the United States and United Kingdom, For tobacco and sugar, Ja­
pan charges 355 percent and 210 percent respectively (Table 6.13), 
Tariffs raise the prices of imported items and make price competition 
possible for domestic produce. There are also other methods by which im­
ports are effectively restricted. The quota agreements is one such measure 
and is becoming popular with many importing countries. Another extreme 
case is the ban on imports. The United States has virtually banned the im­
port of meat from the Latin American countries on quarintine grounds. 
Subsidization of domestic production also effects the exports from 
the developing countries. Though intended as one instrument of income re-
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distribution to raise the receipts of low income farmers to socially de­
sirable levels, subsidies are often applied in a way that tends to stimu­
late production. This is particularly the case when subsidies are applied 
uniformly to all the producers. Such measures tend to inflate the returns 
to larger and more efficient producers, though least in need of assistance, 
obtain the major share of subsidies. A selection or discriminatory support 
system instead, would achieve the same results but at the same time, would 
reduce the cost and improve the scope for imports. 
Industrial raw materials, both agricultural and non-agricultural, are 
relatively less burdened with the tariff impositions. Mineral ores and 
crude minerals are particularly free from tariffs in all the European coun­
tries. Competitive export considerations as well as lack of domestic pro­
duction are some of the reasons for the absence of tariffs on industrial 
raw materials. 
Demand for processed commodities ; 
There is evidence of stable demand for agricultural and non-agricul­
tural manufactures from developing countries in many industrialized coun­
tries. But the developing countries are not able to take advantage of 
such demands due to tariff barriers. The rates at which the developed 
countries levy tariff on imports depends generally on the extent of pro­
cessing already undergone by the imports. Thus, whereas raw materials or 
crude forms bear very low duties or no duties, higher duties are levied on 
processed goods. Tariff rates generally depend on the degree of processing 
in the import items. The progressive increase in tariff rates from crude 
state to successive stages of manufacture shows the odds against developing 
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countries in their attempt in industrialization and increased employment. 
The extent of tariff discrimination based on stages of processing may 
be seen vividly in the case of cocoa. Whereas, the cocoa beans are taxed 
(effective) only 5 percent, the imported cocoa powder is taxed 136 percent 
in the EEC countries. Commenting on this Rajan (39, p. 268) says: 
"Cocoa powder and cocoa butter form an extreme example because 
they are subject to an effective duty of 136 percent in EEC, 
whereas the duty on raw cocoa is only 5 percent! How can we 
expect the cocoa exporting countries to establish the reason­
ably simple and easy process of making cocoa powder and butter 
under such circumstances?" 
Cotton textiles is another case where the progressive tariff structure is 
well seen. The duties rise from 8 percent on raw cotton to 17 percent on 
yarn to 25 percent on fabrics in the United States. Similar progressive-
ness is seen in the case of leather, jute, wood, rubber, wool, oilseeds, 
and many other commodities (Table 6.14). 
The developing countries have been receiving considerable assistance 
in the form of development aids from the developed countries. But at the 
same time the developed countries thwart their own efforts by high tariff 
barriers. In other words, aids are granted to overcome the foreign ex­
change difficulties, but the same effect could also be achieved through 
import liberalization. The conflicting policies call for a basic decision 
as to the total net long-term capital transfer, whether by means of special 
arrangements for trade or aid. Closely associated again is the question as 
to how much of the total aid should take the form of aid and how much might 
have to be allowed by means of any built-in element of international assis­
tance as in arrangements ostensibly designed for trade, not aid. 
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Determinants of imports: 
The imports of developing countries are largely determined by the 
export earnings. But in recent years the gap between the exports and im­
ports is widening in most of the developing countries, indicating thereby 
that imports are not solely dependent on the exports. 
The excess of imports over exports is a recent phenomena. Interna­
tional aid in its various forms such as grants, gifts, loans, deferred pay­
ment facilities and credit guarantees from government and institutions in 
the developed countries to developing countries largely account for this. 
International aid in recent years has assumed enormous proportions. 
By and large, the purpose of such aids are to help and speed up economic 
development in recipient countries. The aids may be in the form of grant 
or credit. When aids are unconditional, the recipient country derives 
maximum benefit, for, it is free to choose the cheapest and the best source. 
Under conditional aid, the freedom of choice is curtailed and the imports 
are largely determined by the grantor. 
The United Nations Development Decade has seen some major changes in 
the pattern of foreign aid. The proceeds of aid are required to be utilized 
for resource development, creation of social overheads and industrialization. 
This is very well seen in the fast changing composition of imports. 
There seems to be direct and close relationship between the receipt 
of foreign aid and rate of economic growth. It is observed that the coun­
tries that are successful in getting foreign aid are the ones that are 
showing economic growth. Mexico, India, the United Arab Republic, Ghana, 
Pakistan, Philippines, Sudan and a few others are showing steady progress 
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in economic development and are also among the largest recipients of 
foreign aid in various forms. Large negative trade balances, which may be 
as large as half of the total export proceeds in some years, is therefore 
a consequence of deliberate actions by rich countries that have made pos­
sible excess of purchase over sale in international markets. 
There have been significant flows of foreign aid in recent years in 
the form of food shipments to developing countries in exchange for local 
currency. Periodic crop failures due to adverse natural factors and other 
causes necessitate the import of food grains. In the absence of aforesaid 
food import arrangements, the effected countries would be forced to divert 
scant foreign exchange from the import of capital goods to purchase of food. 
Such diversions would have adverse effects on economic growth and stability 
in developing countries. Food imports under P.L. 480 from the United States 
fall under this category and may truly be called development aids, for they 
obviate the need for diversion of foreign exchange. 
Relationship of Foreign Trade to Some 
Macroeconomic Variables 
In this section an effort is made to assess the relationship of ex­
ports and imports between such macroeconomic variables as national income, 
wholesale prices, cost of living, industrial production, agricultural pro­
duction (food and non-food), etc. Techniques such as regression and cor­
relation analysis are employed to see the extent of relationship. 
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National income and capital goods imports 
It is seen in Chapter III that the connnodity composition of imports 
into developing countries is rapidly changing in favor of capital goods. 
The observed swing is attributed to or indicative of development effort 
taking place in the developing countries. The composition of capital goods 
also suggests emphasis on such developments as power, transport and indus­
trial production. If actual utilizations in real activities are known a-
long with the additional industrial production, it would then be possible 
to estimate the direct contribution of capital goods imports to national 
income. The total benefit would also include the value of other utiliza­
tions. It is therefore logical to expect a growing trend in the national 
income, when there is a similar trend in the imports of machinery. In 
other words, national income and imports of capital goods may be expected 
to show positive correlation. The above hypothesis was tested with the 
help of regression analysis on the original data transformed into index num­
bers. The results indicated high positive correlation between these varia­
bles. The correlation coefficients (the 'r' values) were 0.97 and 0.94 for 
Mexico and India respectively (Appendix C). 
National income and deficit trade balance 
It is observed that in many of the developing countries imports (in 
terms of value) exceed exports by a considerable margin. In some countries 
such as India, Mexico, and Ghana, the deficits are as much as one fifth or 
more, of the value of exports. Generous developmental aid from the developed 
countries, largely explains such deficits. 
The factors that determine foreign aid are both political and economic. 
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As political factors are outside the scope of this study, only the economic 
causes are examined here. Rosenstein-Rodan (41, p. 109) defines aid as 
that part of capital inflow which normal market incentives do not provide. 
Aid may consist of long-term loans, grants, soft loans, and sale of sur­
plus products. It is only through such aids that many of the developing 
countries are able to import in excess of exports. Criterion for foreign 
aid is largely determined on the basis of productivity or efficiency of aid 
and economic growth. Productivity considerations very often result in tied-
in aids where the use is specified. Efficiency criterion is not necessarily 
a good guide when foreign aid is requested for developing the infra­
structure, the precondition for development. The lending country in that 
case is left with no basis except the economic standing (or stability) of 
the borrowing country. Economic progress thus becomes the sole criterion 
and this is reflected in the national income and its growth. A country 
showing progressive growth in national income therefore becomes a better 
financial risk in that its debt service capacity has been increased. Satis­
factory growth in the national income therefore attracts more aid and de­
ferred payment facilities, which in turn contributes to growth in national 
income. 
The results of correlation analysis of national income and deficit 
balance lend support to the above hypothesis. There is positive correlation 
among the variables. The correlation coefficients were 0.50 for Mexico and 
0.67 for India (Appendix C). 
Import of machinery and deficit trade balance 
A further corrollary to correspondence between national income and 
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deficit balance of payments would be the relation between import of machinery 
(capital goods) and deficit trade balance. It is observed that the size of 
the deficit and the value of the machinery imports are showing consistent 
increases. It is observed that foreign aids are influenced by considera­
tions such as productivity and seIf-liquidatability of the aid finance in 
granting aid. In other words persistent deficit balance becomes feasible 
only when it is utilized for productive purposes such as import of machin­
ery. The above hypothesis finds support in the results of analysis. The 
results show positive correlation between the import of capital goods and 
deficit trade balance. The "r" values were 0.67, 0.81 and 0.82 for Mexico, 
India and the United Arab Republic respectively (Appendix C). 
Import of machinery and population growth 
Unemployment is a serious problem in developing countries. In addi­
tion to considerable involuntary unemployment, there are also underemploy­
ment and disguised employment problems. Since the scope for fruitful ad­
ditional employment in the primary sector is small in the developing coun­
tries the solution to the employment problem has to be in other sectors. 
Increased employment through industrialization is one such possibility. 
The developing countries consider expansion in the industrial activities 
as a permanent solution to the unemployment problem. The problem of unem­
ployment becomes really serious under conditions of rapid population growth. 
In addition to providing employment to a large backlog, additional employ­
ment has also to be created to accomodate new labor force resulting from 
population growth. The growth in population may even result in shrinkage 
of exports. A less developed country with economic development as one of 
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the objectives, would strive to increase the imports of capital goods. If 
the exports are stagnant, the increase would be at the expense of other 
items, mostly the consumer's goods. Increased foreign aid is another pos­
sibility. It may therefore be said that import of machinery and population 
growth are related. This is also seen in the high "r" value of 0.94 be­
tween imports of machinery and population growth for India (Appendix C). 
Industrial employment and import of machines 
Increase in industrial employment is an important objective pursued 
by all the developing countries. Since industrialization in developing 
countries is largely dependent on the import of capital goods it is logi­
cal to expect close relationship between industrial employment and import 
of machinery. But some caution is necessary in such generalization. It 
is possible to have progressively higher employment with no change or even 
declining imports of machinery. This could happen: 1) with reduction in 
idle capacity or increased utilization and 2) increased output of domestic 
capital goods. On the other side, employment may not show up significantly 
when the imported machines are under utilized or highly capital intensive 
(low employment potential). Unemployment may even result if the object of 
imports is to replace inefficient labor intensive machinery with automated 
and labor substituting ones. The utilization of the output from the impor­
ted machinery is also an important consideration, when it has multiple uses. 
Electric energy is one such example. Additional employment from the import 
of power plants would be high when the energy is used for industrial pro­
duction and low when used for domestic and municipal consumption. With 
these qualifications the following results should be judged. 
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Industrial employment and import of machinery showed positive correla­
tion. The correlation coefficients were 0.56 for Mexico and 0.95 for India. 
The same results are seen when lag is introduced into the system, by 
taking import of machinery in the previous year. The resultant "r" values 
work out to 0.57 for Mexico and 0.92 for India. 
Industrial output and import of machinery 
A natural corollary to the previous relationship would be the relation­
ship between industrial output and import of machinery. The analysis suf­
fers from the same limitations as in the previous case for almost the same 
set of reasons. But industrial output is a better and more reliable 
measure of usefulness of machinery imports than employment. 
Analysis reveals high positive correlation. The correlation coeffi­
cients were 0.94 for Mexico, 0.93 for India and 0.92 in the United Arab 
Republic (Appendix C). 
The results were again the same when previous years imports of ma­
chinery were taken into consideration. The "r" values were 0.94 for Mexi­
co, and 0.92 for India. 
There are some macroeconomic variables that are capable of effecting 
or bearing relationships to exports. Some of these are analyzed in the 
same manner as the previous ones and the results are discussed below. 
Exports and wholesale price index 
There is intense competition for export market. Cetaris paribus ex­
ports are possible only when the prices are competitive. A country may 
lose price competitiveness due to unfavorable domestic price movements. 
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The domestic prices of raw materials and finished goods are well reflected 
in the wholesale price indices. In the absence of vigorous export promo­
tion through export subsidy, barter agreements, etc., it is logical to ex­
pect inverse relationship between indices of exports and wholesale prices. 
But the analysis brings out the opposite result, i.e., the variables under 
question are positively correlated. The "r" values were 0.67 for India 
and 0.39 for the United Arab Republic (Appendix C). The opposite relation­
ship in India may be due to strong export promotion policies, such as sub­
sidized exports (sugar, ground nuts and oil cake), barter agreements 
(mostly with the centrally planned countries) and such measures to coun­
teract the price disadvantage. 
Exports and cost of living 
Cost of living index is also a good indicator of price changes. 
Changes in the price levels both in raw materials and the finished goods 
are indirectly transmitted into the cost of living index. The changes in 
the cost of living index are also reflected in the wage rates when the wages 
are linked to cost of living index. It is generally the case that wages 
rise when the cost of living goes up. The rising wages in turn result in 
increased prices. Cost of living index therefore could be considered as 
a good index of price stability and price level (1). In the absence of 
export promotion measures, the cost of living index would be a good indica­
tor of export performance. 
But the analysis shows that cost of living and volume of exports are 
positively correlated in Mexico (r = 0.86) and the United Arab Republic 
(r = 0.54). In India, the relationship is positive but weak (r = 0.46). 
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The contra-relationship than the one expected could be due to the same 
causes as the ones explained in the previous case. Additionally, the re­
sults may also be explained in terms of commodity composition and the di­
rection as may be seen from the Mexican export trade. Mexico's export 
trade is dominated by agricultural primary commodities (mostly labor in­
tensive perishables) and a large part of this goes to the United States. 
The cost of living has also gone up in the United States and the relative 
ad^va^age therefore has been more or less maintained. The United Arab Re­
public on the other hand has been able to maintain and even expand her ex­
ports (mostly cotton) through long term trade agreements with the U.S.S.R. 
Another reason could be due to the nature of farming. Agricultural activi­
ties in developing countries are largely non-business types where supplies 
are generally not very sensitive to price and cost changes. Positive cor­
relation in India could be due to diversification in export trade, both 
in terms of commodity composition and destination. India has also been 
counteracting the adverse price effects by export subsidies, barter agree­
ments, deferred payment facilities, etc. These efforts have yielded a fair 
degree of success and the relationship between export volume and cost of 
living has turned reverse into a mild positive correlation (r = 0.46) (Ap­
pendix C). 
Export proceeds and agricultural output 
It has already been seen that the commodity composition of exports 
from most developed countries are heavily agricultural in origin. It is 
also seen that in some countries certain commodities are produced exclu­
sively for export. So, with agriculture dominating the export scene, it 
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is possible to expect positive correlation between export proceeds and ag­
ricultural output. 
The analyses reveal high positive correlation between the two varia­
bles in Mexico (r = 0,92) and low positive correlations for India (r = 0.33) 
and the United Arab Republic (r = 0.24). The results need little explana­
tion, Though both Mexico and the United Arab Republic have high proportion 
of agricultural commodities in their export trades, high positive correla­
tion between export volume and domestic agricultural output in the case of 
Mexico is due to diversification in commodity composition and steady in­
crease in the demand for Mexican products in the United States. Low cor­
relation in the United Arab Republic is due to steep fall in export prices 
of cotton. As regards, India, the low correlation may be attributed to 
non-domination of agricultural commodities in the export trade (Appendix 
C). 
Export proceeds and food output 
Export proceeds and food output reveal similar relationships. The re­
sults show high positive correlation in Mexico (r = 0.93) and low correla­
tion in India (r = 0.27). The same reasons hold good here as well. Export 
of agricultural commodities from Mexico consist of food items and this ex­
plains for the high positive correlation. The reverse is the case with re­
gard to India where food items form a small proportion of total exports 
(Appendix C). 
The results of correlation analysis discussed above suggest some impor­
tant policy implications. Positive correlation between GNP and import of 
capital goods indicates the inçact and usefulness of such imports. Develop-
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ment motivated governments in less developed countries would find support 
in these results for adopting unpalatable import policies such as import 
of capital items at the expense of consumer's goods. The benefits are 
further emphasized in the high correlation values between GNP and deficit 
trade balance, provided of course such deficits are used for importing ma­
chinery and equipment. 
The above results should also reassure the richer and benevolent na­
tions that foreign aid programs like long-term loans, deferred payment fa­
cilities, etc. that make possible excess of imports over exports, are 
highly rewarding when such aids are utilized for importing capital goods. 
Since the capital goods are produced in the industrialized countries, the 
benefits may be considered as mutual. Growth in the GNP is also an indi­
cation of economic stability. A country with a growing GNP is therefore 
a better financial risk for the aiding countries. 
Positive correlation between capital goods import and industrial em­
ployment is another indication of benefits from importing capital goods at 
the expense of consumer's goods and deficit trade balance. Since employ­
ment creation is an important objective in most of the developing coun­
tries, the end should be considered as justifying the means. The same may 
be said about the positive correlation between industrial output and im­
ports of machinery. 
Rising cost of living and wholesale prices have an adverse effect on 
the price competitiveness in international markets. The developing coun­
tries should strive to control price rises. 
Indication of positive correlation between export proceeds and food 
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output when farm commodities under question are both price and income elas­
tic with respect to demand has useful implications. Developing countries 
experiencing loosing markets and declining export prices for traditional 
farm commodities would benefit from shifting commodities with high price 
and imconB elasticities. Ghana and the United Arab Republic may gain more 
from such shifts than depending solely on traditional items such as cocoa 
and raw cotton for foreign exchange. There is growing demand for fruits 
and vegetables in the European market. Closeness to Europe and favorable 
wage rates are additional advantages for Ghana and the United Arab Repub­
lic. Exports of tropical fruits from Ghana and Mediterranean fruits and 
vegetables from the United Arab Republic may be specially cited as good 
possibilities. 
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Table 6.1. Area production and export of certain crops in some countries 
before the second world war and the immediate post-war period® 
Particulars Year Area in 1000 hecter, production in 1000 M. tons 
1934-38 1945 1946 1947 1948 1949 1950 
1  2 3 4 5 6 7 8  
Commodity: Rice Country: Burma 
Area 4931 2688 3018 3624 3880 3771 3831 
Index 100 55 61 73 79 76 78 
Production 6971 2672 3836 5429 5287 5170 5200 
Index 100 38 55 78 76 74 75 
Exports 3070 _b 424 807 1236 1194 1198 
Index 100 -b 14 26 40 39 39 
Country: Indo-China 
Area 5590 3966 3946 4310 4250 4500 -b 
Index 100 71 71 77 76 81 _b 
Production 6498 4491 4286 4400 4600 4600 -b 
Index 100 69 66 68 67 71 _b 
Export 1320 — — — 101 67 191 105 121 
Index 100 — — — 8 5 14 8 9 
Country: Siam 
Area 3370 2962 3655 4107 4930 4963 5295 
Index 100 88 109 122 146 147 157 
Production 4357 3699 4642 5174 6835 6683 6782 
Index 100 85 106 119 156 153 156 
Export 1388 195 455 385 812 1215 1483 
Index 100 14 33 28 59 88 106 
Country: Indonesia (Java and Madeira) 
Area 3843 3118 3260 3568 3447 3722 3741 
Index 100 81 85 93 90 97 97 
Production 5847 4282 4171 4947 5402 6075 5651 
Index 100 73 71 85 92 103 97 
^Source (46, 48). 
^Data not available. 
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Table 6.1. (Continued) 
Particulars Year Area in 1000 hecter, production in 1000 M. tons 
1934-38 1945 1946 1947 1948 1949 1950 
1  2 3 4 5 6 7 8  
Country: Formo sa 
Area 666 581 678 718 765 770 
Index 100 87 102 108 115 115 
Production 1642 1091 1243 1329 1735 1855 
Index 100 66 76 81 106 113 
Export 674 _b 204 260 27 
Index 100 b b 30 29 4 
Rubber Production (M, tons) 
Malaya 422890 8700 410198 656748 709400 682300 705200 
Index 100 21 97 155 167 161 167 
North Borneo 11459 D 4271 15251 20400 29800 24300 
Index 100 b 37 133 178 173 212 
World total 990980 193053 813900 1241877 1550000 1510.000 1890000 
Index 100 19 82 125 156 152 191 
Commodity: Copra 1 (1000 M. tons) 
Country: Malaya-Singapore 
Production 188 b b b 
b 
-f, 125 152 
Index 100 b 
-1, 
D D D 66 81 
Export 201 D 2 7 60 91 128 
Index 100 1 2 30 45 63 
Country : Indonesia 
Production 715 
b 
-v 
b b 
50g 502 448 
Index 100 
-v 70 63 
Export 493 D 
"lij 54 204 323 385 336 
Index 100 11 41 66 78 68 
World total 
exports 1370 310 910 1450 1250 1290 1480 
Index 100 22 66 106 91 94 108 
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Table 6,2. Optimum combinations of nitrogen (N) and phosphorus (P) for 
rice in India® (Ratio of cost of 1 pound N/price of 1 maund 
produce) 
Ratio of cost 
of 1 lb. P-0 / 0.04 0.06 0.08 0.10 
price^of 1 
maund produce P N P N P N P 
1 3 4 5 6 7 8 9 
0.04 30 25 22 32 14 40 6 37 
0.06 38 11 30 19 22 27 13 34 
0.08 40 0 37 6 29 13 21 21 
0.10 40 0 40 0 37 0 29 7 
^Source (24). 
^One maund = 82.2 pounds. 
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Table 6.3. Optimum combinations of nitrogen (N) and phosphorus (P) for 
wheat in India (Ratio of cost of 1 pound of N/price of 1 
maund produce) 
Ratio of cost 
of 1 lb. PgOr/ 0.04 
price of 1 
maund^ of produce N P 
1 2 3 
0.06 
N 
4 
P 
5 
0.08 
N 
6 
P 
7 
0.10 
N 
8 
P 
9 
0.04 
0,06 
50 10 33 23 16 35 
57 10 46 29 14 
0 47 
12 47 
0.08 57 0 47 0 37 24 
0.10 57 47 37 28 
Source (26). 
One maund = 82.2 pounds. 
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Table 6.4. Output and yield of rice and imports of rice and wheat in 
Japan, 1934-1963 (output in thousand metric tons, index: 
1934-38=100, yield quintals per hectre)^ 
Year Output Index Yield Index Import Index Import Index 
of rice of of of rice of rice of of 
output yield import wheat wheat 
import 
1 2 3 4 5 6 7 8 9 
1934-38 11,501 100 36.3 100 1757 100 346 100 
1945 8,016 70 27.9 77 _b _b _b _b 
1946 11,453 100 36.9 102 b b b b 
1947 11,134 97 35,7 98 b b b b 
1948 11,993 104 40.8 112 56 3 963 278 
1949 11,929 104 41.1 113 130 7 1,626 470 
1950 12,005 104 40.1 110 671 38 2,046 591 
1951 11,302 98 36.7 101 792 45 1,419 410 
1952 12,404 108 41.3 114 979 56 1,674 484 
1953 10,298 90 34.5 95 1079 61 1,720 497 
1954 11,392 99 48.1 133 1432 82 2,187 632 
1955 15,481 135 48.1 133 1246 71 2,288 661 
1956 12,623 110 38.9 107 759 43 2,277 658 
1957 14,328 125 44.3 122 347 20 2,240 647 
1958 14,991 130 46.2 127 506 29 2,280 659 
1959 15,626 136 47.5 131 277 16 2,412 697 
1960 16,073 140 48.6 134 175 10 2,678 774 
1961 16,637 145 50.4 139 126 7 ' 2,631 760 
1962 17,363 151 52.8 145 178 10 2,562 740 
1963 17,157 149 52.4 144 222 13 3,178 918 
^Source (46, 48), 
^Data not available. 
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Table 6,5. Production and yield rate of rice in India and the U.A.R., 
1934-1963^ (Production in thousand tons, yield in quin­
tals per hectre, index 1934-38=100) 
India U.A.R. 
Year Production Index Yield Index Production Index Yield Index 
of of of of 
production yield produc­
tion 
yield 
1934-38 29,204 100 13.1 100 609 100 34.9 
1945 28,139 96 12.0 92 866 142 32.7 
1946 30,260 104 12.3 94 938 154 35.4 
1947 28,590 98 11.8 90 1276 210 39.2 
1948 34,439 118 11.7 89 1308 215 39.6 
1949 35,025 120 11.5 88 1168 192 39.6 
1950 30,981 106 10.2 78 1242 204 42.2 
1951 31,611 108 10.6 81 620 102 30.2 
1952 35,698 122 11.8 90 517 85 32.9 
1953 42,004 144 13.5 103 652 107 36.6 
1954 36,894 126 12.2 93 1118 184 43.7 
1955 41,335 142 13.1 100 1309 215 51.9 
1956 43,104 148 13.4 102 1573 258 54.3 
1957 37,829 130 11.8 90 1709 281 55.6 
1958 46,261 158 14.0 107 1082 178 49.6 
1959 44,113 151 13.6 104 1535 252 50.2 
1960 51,297 176 15.3 117 1426 234 48.0 
1961 52,210 179 15.2 116 1142 188 50.5 
1962 47,871 164 13.7 104 2039 335 58.4 
1963 54,734 187 15.4 118 
b b b 
^Source (46, 48). 
^Data not available. 
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Table 6.6, Output yield and export of rice from the United States, 1945-
1964 (Production in thousand metric tons, index: 1934-38 = 
100, yield in quintals per hectre)^ 
Year Production Index of Yield Index Export Index oi 
production of export 
yie Id 
1 2 3 4 5 6 7 
1934-38 956 100 24.7 100 71.9 100 
1945 1391 145 23.0 93 
b b 
1946 1474 1541 23.1 94 
b b 
1947 1620 169 23.9 97 
b b 
1948 1736 182 24.1 98 39.4 548 
1949 1848 193 24.8 100 51.5 716 
1950 1755 184 26.8 109 49.2 68 
1951 2007 210 26.1 106 49.1 68 
1952 2182 228 27.4 111 79.1 1100 
1953 2386 250 27.7 112 69.7 969 
1954 2913 305 29.3 115 55.6 773 
1955 2537 265 34.3 139 51.6 718 
1956 2243 235 35.3 143 81.9 1139 
1957 1948 204 35.9 145 73.4 1020 
1958 2013 211 35.1 142 56.9 791 
1959 2410 252 37.5 152 68.5 952 
1960 2476 259 34.4 139 88.5 1231 
1961 2458 257 38.2 155 80.4 1118 
1962 2996 313 41.8 169 10.5 1460 
1963 3187 333 44.4 180 11.96 1663 
^Source (46, 48). 
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Table 6.7. Indices of production of natural and man-made raw materials, 
1953-1962® (1952=100) 
Apparel fibers 
Cotton Wool Man-made Natural Synthetic 
(raw) Rayon non- Total 
cellulose 
1 2 3 4 5 6 7 8 
1953 104 101 118 123 118 97 106 
1954 103 103 126 151 128 101 82 
1955 109 109 142 204 147 107 124 
1956 106 116 149 237 155 105 138 
1957 106 113 154 314 166 106 144 
1958 112 120 142 323 156 108 142 
1959 118 126 157 446 179 114 186 
1960 118 126 162 549 191 111 214 
1961 119 128 168 648 204 117 225 
1962 125 127 179 835 228 118 255 
a 
Source (47, p. 135). 
Table 6.8. Consumption of natural (Nat.) and synthetic (Syn.) rubber in principal countries, 
1952 to 1962® (thousand long tons) 
United States Canada United France Germany, Fed. Italy Japan 
Kingdom Rep, of 
Year 
1 
Nat. 
2 
Syn. 
3 
Nat. 
4 
Syn. 
5 
Nat. 
6 
Syn, 
7 
Nat. 
8 
Syn. 
9 
Nat, 
10 
Syn, 
11 
Nat. 
12 
Syn. 
13 
Nat. 
14 
Syn. 
15 
1952 454 807 34 34 197 5 122 11 93 10 37 7 68 6 
1953 553 785 37 36 220 5 115 13 106 11 44 8 89 2 
1954 596 637 42 30 244 9 127 14 130 17 53 10 89 2 
1955 895 895 44 40 248 21 134 19 148 25 56 13 88 4 
•1956 562 874 43 48 200 41 135 32 134 36 54 15 109 9 
1957 539 926 41 48 187 59 135 50 136 47 52 20 130 13 
1958 484 880 37 47 182 65 137 55 129 54 55 28 128 17 
1959 555 1073 44 57 184 80 133 66 144 73 61 37 159 32 
1960 479 1079 35 56 180 116 127 91 146 104 74 57 166 61 
1961 427 1102 32 63 166 121 127 96 136 120 79 64 176 84 
1962 463 1256 35 73 163 128 125 108 146 129 79 72 190 104 
Proportion as percentage 
1952 36 64 50 50 98 2 92 8 90 10 84 16 100 
b 
^Source (47, p. 148). 
^Data not available. 
Table 6.8. (Continued) 
United States Canada United 
Kingdom 
France Germany, Fed. 
Rep. of 
Italy Japan 
Year 
1 
Nat. 
2 
Syn. 
3 
Nat. 
4 
Syn. 
5 
Nat. 
6 
Syn. 
7 
Nat. 
8 
Syn. 
9 
Nat. 
10 
Syn. 
11 
Nat. 
12 
Syn. 
13 
Nat. 
14 
Syn. 
15 
1953 41 59 51 49 98 2 90 10 91 9 85 15 98 2 
1954 48 52 58 42 96 4 90 10 88 12 84 16 98 2 
1955 42 58 52 48 92 8 88 12 86 14 81 19 96 4 
1956 39 61 47 53 83 17 81 19 79 21 78 22 92 8 
1957 37 63 46 54 76 24 73 27 74 26 72 28 91 9 
1958 36 64 44 56 74 26 71 29 70 30 66 34 88 12 
1959 34 66 44 56 70 30 67 33 66 34 62 38 83 17 
1960 31 69 38 62 61 39 58 42 58 42 56 44 73 27 
1961 28 72 34 66 58 42 57 43 53 47 55 45 68 32 
1962 27 73 32 68 56 44 54 46 53 47 52 48 65 35 
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Table 6.9. Price indices of natural and man-made raw materials^ 
(1952=100) 
Apparel fibers Rubber 
Year Cotton Wool Rayon Nylon Natural SBR Neoprene 
1 2 3 4 5  6 7 8  
1953 97 97 95 100 63 98 105 
1954 98 80 90 91 61 98 108 
1955 89 73 90 87 101 98 108 
1956 74 92 90 87 89 98 108 
1957 75 70 90 87 81 98 108 
1958 69 59 95 87 73 98 108 
1959 65 65 86 87 95 98 108 
1960 71 62 85 87 99 98 108 
1961 74 65 85 87 76 98 108 
1962 71 71 85 81 74 98 108 
^Source (47, p. 138). 
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Table 6.10. Elasticity of demand for tropical agricultural commodities 
with respect to retain price in developed countries^ 
Country Coffee Cocoa Tea Sugar Bananas Citrus 
fruit 
1 2 3 4 5 6 7 
Canada -0.3 -0.25 -0.2 -0.25 -0.2 -0.4 
U.S.A. -0.3 -0.25 -0.2 -0.25 -0.2 -0.3 
Belgium and Luxembourg -0.3 -0.5 -0.3 -0.3 -0.6 —0 5 6 
France -0.4 -0.7 -0.4 -0.4 -0.6 -0.5 
Germany, Fed, Rep. -0.45 -0.5 -0.3 -0.4 -0.6 -0.6 
Italy -0.6 -1.0 -0.5 -0.6 -1.0 . -0.4 
Netherlands -0.4 -0.3 -0.2 -0.4 -0.6 -0.6 
Greece -0.4 -1.0 -1.0 -1.2 -0.9 -0.4 
Turkey • • • -1.0 -0.5 -0.6 ... -0.5 
Austria -0.8 -0.6 -0.4 -0.4 -0.6 -0.8 
Denmark -0.3 -0.7 -0.3 -0.25 -0.4 -0.6 
Finland -0.2 -0.7 -0.5 -0.5 -0.8 -0.8 
Norway -0.3 -0.7 -0.3 -0.3 -0.4 -0.8 
Portugal -0.6 -1.0 -0.8 -0.6 -0.3 
Sweden -0.25 -0.6 -0.3 -0.3 -0.4 -0.5 
Switzerland -0.3 -0.2 -0.3 -0.3 —0.5 -0.5 
U. K. -0.5 -0.3 -0.1 -0.3 -0.5 -0.5 
Iceland ... ... ... -0.4 ... ... 
Ireland ... -0.3 -0.1 -0.4 -0.6 -0.7 
Spain -0.6 -0.7 -0.8 -1.0 -0.3 -0.4 
Yugoslavia -0.6 -1.0 -0.8 -1.0 -1.0 -1.0 
Australia -0.5 -0.5 -0.2 -0.3 -0.2 -0.3 
New Zealand -0.5 -0.5 -0.2 -0.3 -0.2 -0 * 3 
^Source (45, p. 190). 
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Table 6.10. (Continued) 
Country Coffee Cocoa Tea Sugar Bananas Citrus 
fruit 
1 2 3 4 5 6 7 
South Africa -0.5 -0.6 -0.2 -0.4 -0.2 -0.3 
Japan -0.5 —1.0 -0.3 —0.5 —0.8 —0.6 
Weighted average -0.34 -0.42 -0.14 -0.36 -0.37 -0.55 
184 
Table 6.11. Elasticity of imports of tropical agricultural commodities 
with respect to import unit value in developed countries® 
Country 
1 
Coffee 
2 
Cocoa 
3 
Tea 
4 
Sugar 
5 
Bananas 
6 
Citru: 
fruit 
7 
Canada -0.20 -0.20 -0.12 -0.13 -0.12 -0.26 
U.S.A. -0.19 -0.20 -0.12 -0.16 -0.12 -0.19 
Belgium & Luxembourg -0.17 -0.25 -0.15 -0.15 -0.29 -0.38 
France -0.22 -0.40 -0.20 -0.20 -0.35 -0.32 
Germany, Fed. Rep. -0.23 -0.35 -0.14 -0.20 -0.32 -0.37 
Italy -0.29 -0.50 -0.27 -0.28 -0.54 -0.26 
Netherlands -0.24 -0.30 -0.12 -0.19 -0.32 -0.35 
Greece -0.21 -0.50 -0.60 -0.58 -0.49 -0.26 
Turkey -0.23 -0.50 -0.30 - - -
Austria -0.40 -0.40 -0.20 -0.20 -0.32 -0.51 
Denmark -0.15 -0.45 -0.16 
O 1 -0.22 -0.38 
Finland -0.10 -0.40 - -0.24 -0.43 -0.51 
Norway -0.20 -0.40 -0.20 -0.17 -0.22 -0.53 
Portugal -0.18 -0.50 - -0.34 -0.16 -
Sweden -0.16 -0.40 -0.22 -0.16 -0.22 -0.34 
Switzerland -0.19 -0.20 -0.18 -0.17 -0.27 -0.32 
U. K. -0.25 -0.20 -0.07 -0.18 -0.27 -0.32 
Iceland -0.25 - -0.20 - -0.27 -
Ireland -0.25 -0.20 -0.60 -0.22 -0.32 -0.45 
Spain -0.36 -0.40 -0.50 -0.52 -0.16 -0.26 
Yugoslavia -0.31 -0.50 -0.50 -0.47 -0.54 -0.54 
Australia -0.25 -0.30 -0.12 -0.15 -0.12 -0.19 
New Zealand -0.25 -0.30 -0.12 -0.16 -0.12 -0.19 
^Source (45, p. 191). 
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Table 6.11, (Continued) 
Country Coffee Cocoa Tea Sugar Bananas Citrus 
fruit 
1 2 3 4 5 6 7 
South Africa -0.25 -0.40 -0.12 -0.28 -0.12 -0.19 
Japan -0.25 -0.50 -0.20 -0.23 -0.43 -0.38 
Weighted average -0.20 -0.28 -0.10 -0.19 -0.21 -0.35 
Table 6.12. Self-sufficiency of industrial countries in foodstuffs^ 
Western Europe North America Japan 
Commodity 1948-52 1953-55 1959-61 1948-52 1953-55 1959-61 1948-52 1953-55 1955-61 
1  2 3 4 5 6 7 8 9  1 0  
Percent 
TEMPERATE ZONE PRODUCTS 
Wheat 69 77 81 - - - 47 46 35 
Coarse grains 81 81 78 - - - 76 72 58 
Dairy products and eggs 93 98 97 
- -
- 92 98 97 
Meat 91 95 95 100 99 98 98 101 89 
Total 84 89 89 100 99 98 68 74 69 
PRODUCTS OF BOTH TEMPERATE 
AND TROPICAL ZONES 
Rice 90 93 83 - - - 96 86 99 
Oilseeds and vegetable oils 46 41 40 - - - 71 54 42 
Animal fats 80 80 82 - - - - - -
Sugar 64 72 74 44 45 45 8 6 13 
Citrus fruit 80 77 76 - - - - - -
Tobacco 46 49 43 - - - 98 94 98 
Total 58 60 58 44 45 45 92 81 89 
ALL ABOVE PRODUCTS 79 83 83 94 94 92 88 79 85 
^Source (47, p. 56). 
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Table 6.13, Primary commodity tariffs; Rates affecting imports into the major in( 
(Rates in percentage; imports in millions of dollars) 
United BeIgium-
United States Kingdom Japan Luxembourg 
Commodity Rate Imports Rate Imports Rate Imports Rate Imporl 
1  2 3 4 5 6 7 8 9  
Live animals 5 57.2 0 0.1 0 0.3 11 — — 
Beef and veal 10 41.4 3 111.4 10 2.1 14 8.( 
Mutton and lamb 15 —  —  0 9.0 10 - - 14 — —  
Butter 15 —  —  4 7.5 45 —  —  18 — — 
Cheese 15 1.1 2 0.2 45 — —  17 0.; 
Eggs 10 0.1 6 0.2 25 4 0.; 
Fish 6 118.3 3 1.5 15 9.2 8 0.: 
Oranges and tangerines 25 1.1 9 28.0 40 -  - 15 i.< 
Other citrus fruits 25 0.4 5 8.4 20 —  —  12 0.: 
Bananas 0 78.6 3 61.6 30 12.5 14 6.( 
Apples 3 0.2 5 0.6 20 13 0.: 
Grapes 5 1.8 0 1.7 20 - - 5 —  -
Nuts 15 49.8 5 16.7 20 0.3 9 0.: 
Other fresh fruit 20 9.6 5 2.4 20 0.1 17 0.; 
Dried fruit 18 3.0 15 3.7 20 0.4 9 O.j 
Potatoes 18 —  —  4 27.8 10 —  —  13 0.{ 
Beans, peas 25 0.9 8 5.5 10 9.9 17 1.; 
Tomatoes 26 17.4 10 —  — 10 —  —  18 - -
Other vegetables, fresh 25 11.4 13 11.9 10 0.4 16 0.( 
Other edible vegetable 
products 25 0.3 0 2.6 15 - - 12 0./ 
Sugar, raw 9 450.3 10 96.7 210 79.1 74 0 • Sugar, refined 40 21.3 15 15.4 I: 
Molasses 41 28.0 30 11.0 35 14.3 39 1.: 
Coffee 0 989.2 0 39.4 35 9.9 5 33.; 
Cocoa beans 0 • 130.4 0 54.1 5 11.5 2 6.: 
Cocoa powder 7 0.7 0 30 15 — 
Cocoa butter 6 12.6 0 11.6 10 1.0 10 — 
Tea 0 53.7 0 320.9 35 2.4 5 0.: 
Pepper 0 15.8 0 3.0 5 0.8 17 O.J 
Other spices 0 16.4 0 3.1 0 0.9 18 0.-! 
Tobacco 18 25.6 1300 92.9 355 5.0 16 10.: 
Hides and skins 0 32.1 0 14.0 0 8.2 0 i.J 
^Source (49). 
ts into the major industrial countries from the developing countries, 1962^ 
lars) 
Belgium- Federal Republic 
n Luxembourg of Germany ' France Italy Netherlands 
Imports Rate Imports Rate Imports Rate Imports Rate Imports Rate Imports 
7 8 9 10 11 12 13 14 15 16 17 
0.3 11 —  —  12 0.4 16 4.0 16 —  —  11 —  —  
2.1 14 8.6 20 14.0 15 2.7 20 21.6 14 6.0 
—  —  14 — —  20 —  —  24 0.2 20 —  —  14 —  —  
—  —  18 —  —  24 0.1 7 —  —  28 0.1 18 —  —  
—  —  17 0.1 27 —  —  15 0.1 23 — — 17 —  —  
—  —  4 0.1 10 3.2 18 0.3 4 8.4 4 —  —  
9.2 8 0.1 7 0.2 26 7.8 12 1.3 8 0.3 
—  —  15 1.6 13 33.0 15 82.7 9 0.1 15 7.4 
—  —  12 0.5 7 3.1 12 5.2 7 —  —  10 0.6 
12.5 14 6.6 0 54.3 0 67.1 16 22.5 17 7.6 
—  —  13 0.7 16 8.5 11 5.4 10 —  —  13 1.3 
—  —  5 —  —  22 0.1 16 0.5 12 —  —  5 
0.3 9 0.5 2 9.6 5 3.3 10 0.4 9 1.1 
0.1 17 0.2 3 3.7 34 10.1 10 0.2 17 0.1 
0.4 9 0.5 5 5.1 9 1.7 11 0.7 9 1.2 
—  —  13 0.8 14 1.1 27 18.6 15 0.2 13 1.9 
9.9 17 1.2 14 8.3 17 7.0 11 3.2 17 2.9 
—  —  18 — — 14 1.2 23 29.5 9 —  —  18 — mm 
0.4 16 0.6 14 7.8 14 16.6 11 0.6 16 1.4 
M a 12 0.4 4 6.3 15 3.3 7 1.8 12 
79.1 7/l  n  1  24 1.6 0 70.1 68 —  —  50 0.3 
15.4 / 4  I. 25 2.6 24 —  —  98 —  —  74 0.5 
14.3 39 1.3 9 1.3 2 1.0 45 0.2 39 3.1 
9.9 5 33.3 28 212.6 14 143.4 18 65.5 5 42.3 
11.5 2 6.7 9 67.7 0 32.1 2 . 18.8 1 45.6 
—  —  15 —  —  27 - - 27 —  —  24 —  —  15 —  —  
1.0 10 —  —  32 —  —  13 44.0 22 0.2 10 3.1 
2.4 5 0.1 55 12.6 23 2.8 42 2.1 7 2.3 
0.8 17 0.4 28 4.6 25 4.0 48 2.0 17 0.5 
0.9 18 0.4 28 3.8 25 2.5 55 0.6 18 0.9 
5.0 16 10.2 49 42.6 5 13.7 0 10.7 16 7.7 
8.2 0 1.4 0 20.9 0 29.5 0 29.6 0 6.6 
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Table 6.13. (Continued) 
United Belgiu 
United States Kingdom Japan Luxembo 
Commodity Rate Inçorts Rate Imports Rate Imports Rate Im 
1  2 3 4 5 6 7 8  
Ground-nuts 37 0.2 0 36.6 20 0.3 0 1 
Copra 0 46.6 0 11.8 0 13.6 0 
Palm kernels 0 —  —  0 28.2 0 3.4 0 
Linseed 16 —  —  0 —  —  0 0.1 0 
Cotton-seed 5 —  —  0 15.9 0 11.2 0 
Castor oil-seed 5 1.0 2 2.5 0 4.2 0 
Other oil-seeds 9 3.1 0 5.1 0 11.2 0 
Flour and meal of 
oil-seeds 0 — — 8 0.2 0 —  —  0 
Soya-bean oil 45 - - 15 27 0.1 7 
Cotton-seed oil 22 —  —  10 0.1 60 — —  6 
Ground-nut oil 36 0.2 0 11.3 24 —  —  7 
Sunflower-seed oil 1 —  —  15 —  —  15 —  —  7 
Rape, colza and mustard 
oil 0 —  —  15 —  —  10 7 1 
Linseed oil 15 —  —  15 7.4 10 0.2 7 1 
Palm oil 0 3.2 0 24.2 10 2.9 
Coconut oil 0 25.3 0 7.4 10 - - 7 
Palm kernel oil 5 4.1 10 —  —  10 7 
Castor oil 12 10.1 3 3.4 10 -  —  0 1 
Fixed vegetable oil 0 9.0 11 3.8 15 0.2 6 ( 
Fish and marine oil 20 0.5 10 2.6 10 0.2 1 ( 
Animal oils, fats, 
greases 30 8.9 8 2.1 15 0.5 3 ( 
Silk 0 1.6 0 —  —  15 0.4 2 
Wool, greasy 18 37.9 0 60.7 0 13.5 0 1: 
Wool, degreased 13 28.1 0 9.3 0 0.1 0 : 
Cotton, raw 8 24.8 0 98.1 0 253.7 0 21 
Jute 0 13.5 0 43.4 0 14.4 0 2: 
Flax 1 — — 0 0.5 0 0.1 0 ( 
Hemp 1 0 1.4 0 -  - 0 
Sisal, agaves 0 18.8 0 18.4 0 5.7 0 ' 
Abaca 0 8.6 0 5.7 0 7.4 0 1 
Iron ore and concen­
trates 0 154.2 0 75.0 0 270.4 0 
Iron pyrites, roasted 0 -  - 0 - — 0 0.1 0 ( 
Copper ore 6 6.2 0 0 52.7 0 ( 
Nickel ore 0 0 0 12.2 0 
Bauxite 5 122.1 0 3.5 0 13.2 0 ( 
Belgium- Federal Republic 
ipan Luxembourg of Germany France Italy Netherlands 
Imports Rate Imports Rate Imports Rate Imports Rate Imports Rate Imports 
7 8 9 10 11 12 13 14 15 16 17 
0.3 0 12.7 0 18.5 0 93.2 0 14.2 0 7.4 
13.6 0 3.9 0 37.2 7 15.9 0 3.9 0 16.9 
3.4 0 4.1 0 16.0 7 10.7 0 — — 0 15.6 
0.1 0 0.2 0 0.3 0 2.7 0 1.7 0 1.6 
11.2 0 — — 0 2.0 0 — — 5 — — 0 — — 
4.2 0 0.9 0 3.5 6 3.6 4 1.4 0 0.4 
11.2 0 1.8 0 1.8 0 0.6 0 5.1 0 4.1 
0 0 0 0 0 
0.1 7 — — 10 0.1 15 — —  12 — — 7 0.4 
— — 6 0.3 10 0.6 15 12 — — 7 — -
-» — 7 1.2 10 5.7 13 41.1 3 — — 7 1.5 
7 0.4 10 0.5 14 - - 6 —  - 7 —  —  
7 0.1 10 19.8 4 3.6 11 3.6 7 2.2 
0.2 7 0.1 4 17.0 0 6.5 3 5.5 3 0.5 
2.9 7.5 10 2.4 13 0.1 9 4.0 7 — — 
— — 7 — — 8 2.7 13 0.2 5 1.7 7 — — 
— 7 — — 8 2.7 13 0.2 5 1.7 7 — — 
— — 0 0.1 0 0.3 6 5.7 13 — — 3 0.2 
0.2 6 0.4 11 2.3 14 8.0 15 0.6 8 0.2 
0.2 1 0.6 7 4.7 6 0.9 2 0.3 1 2.5 
0.5 3 0.1 10 2.1 14 1.2 7 1.0 3 0.4 
0.4 2 — — 0 — — 1 0.2 7 2.8 2 — — 
13.5 0 13.7 0 15.1 0 23.2 0 16.4 0 0.5 
0.1 0 2.3 1 5.8 0 2.7 0 2.9 0 1.2 
253.7 0 28.6 0 143.1 0 120.5 4 70.4 0 26.2 
14.4 0 23.5 0 12.5 0 21.5 3 10.9 0 3.3 
0.1 0 0.1 0 0.3 0 — — 0 0.1 0 
— -, 0 — — 0 0.1 0 0.1 0 0.1 0 — — 
5.7 0 5.0 0 12.3 0 14.2 0 4.6 0 8.3 
7.4 0 0.5 0 1.0 0 1.2 3 0.2 0 1.2 
270.4 0 1.6 0 121.2 0 10.1 0 43.6 0 14.9 
0.1 0 0.1 0 0.3 0 0 — — 0 — — 
52.7 0 0.2 0 12.6 0 0 — — 0 - — 
12.2 0 — — 0 — — 0 14.8 0 — — 0 — — 
13.2 0 0.2 0 2.8 0 1.8 0 1.9 0 0.1 
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Table 6.13 (Continued) 
United E 
United States Kingdom Japan Lu; 
Commodity Rate Imports Rate Imports Rate Imports Rati 
1 2 3 4 4 6 7 8 
Lead ore 8 7.1 0 _ _  0 3.7 0 
Zinc ore 11 24.0 0 0.9 0 2.9 0 
Tin ore 0 13.6 0 35.7 0 1.5 0 
Manganese ore 8 61.8 0 7.6 0 7.2 0 
Copper, xinwrought 5 181.7 0 234.7 0 7.6 0 
Copper, wrought 7 0.6 15 20 — - 7 
Nickel, unwrought 2 — - 0 0 0 
Nickel, wrought 12 — — 20 0.1 20 — — 7 
Aluminum, unwrought 6 0.4 0 10 — — 3 
Aluminum, wrought 7 20 - - 20 - - 8 
Lead, unwrought 4 17.7 1 1.1 10 0.2 2 
Lead, wrought 13 20 20 - — 6 
Zinc, unwrought 7 6.9 8 2.3 10 0.1 0 
Zinc, wrought 9 20 15 7 
Tin, unwrought 0 94.7 0 19.4 5 27.8 0 
Tin, wrought 35 20 10 - - 5 
Belgium- Federal Republic 
in Luxembourg of Germany France Italy Netherlands 
Imports Rate Imports Rate Imports Rate Imports Rate Imports Rate Imports 
7 8 9 10 11 12 13 14 15 16 17 
3.7 0 3.8 0 6.1 0 6.9 3 0.5 0 — — 
2.9 0 5.5 0 1.0 0 9.1 3 — — 0 0.5 
1.5 0 18.2 0 3.0 0 — — 0 — —' 0 — — 
7.2 0 3.7 0 8.7 0 11.5 0 2.1 0 0.7 
7.6 0 136.6 0 154.8 0 51.9 0 80.2 0 1.3 
— — 7 — — 9 — — 12 0.4 12 0.2 10 — — 
— — 0 — — 0 — — 0 — — 0 — — 0 — — 
— — 7 - - 8 — — 12 — — 10 — — 7 
— — 3 0.1 10 0.3 10 20.8 21 0.1 3 — — 
— — 8 — — 14 — — 16 - — 23 0.1 8 — — 
0.2 2 1.0 2 2.7 9 6.5 10 3.9 2 2.9 
— — 6 — — 10 — — 14 — — 14 — — 6 — -t 
0.1 0 2.2 1 2.5 9 0.4 8 1.5 2 — — 
— — 7 — — 7 — — 13 — — 13 — — 7 — — 
27.8 0 2.0 0 16.9 0 15.5 0 12.3 0 1.0 
mm mm 5 — — 4 — — 8 — — 8 — — 5 — — 
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Table 6.14. Selected agricultural commodities: tariff rates in the EEC, 
United Kingdom and United States, by stages of processing, 
1960 (in percentages) 
Commodity 
1 
EEC 
2 
United 
Kingdom 
3 
United 
States 
4 
Cocoa 
Beans 
Butter 
Paste 
Powder 
Coffee 
Beans, unroasted 
Beans, roasted 
Extracts, essence, etc. 
Cotton 
Cotton, not carded or 
combed 
Cotton yarn and thread, 
grey (unbleached, not 
mercerized) 
Cotton yarn and thread, 
bleached, dyed or mer­
cerized 
Cotton fabrics, grey (un­
bleached) 
Other cotton fabrics of 
standard type (not 
including narrow and 
s'pecial fabrics) 
Jute 
Jute, raw or processed, 
but not spun 
Jute fabrics 
Leather 
Hides and skins, raw 
Leather, natural 
Reconstituted and arti­
ficial leather 
Manufactures of leather 
and of artificial or 
reconstituted leather 
9 
22 
25 
27 
16-21 
25-30 
30 
10 
13 
17 
17 
0 
23 
0 
9 
10 
16 
1.5 
4 
7 
13 
4-10 
0-10 
16 
18 
23 
23 
0-20 
23 
0-10 
14 
10 
20 
0 
6 . 2  
2.0  
4.2 
0 
0 
1.7 
0-8 
17 
14 
23 
25 
0-15 
8 
0-4 
10 
11 
17 
S^ource (49). 
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Table 6,14, (Continued) 
United United 
Commodity EEC Kingdom States 
1 2 3 4 
Oilseeds and vegetable oils 
Oilseeds 0 0-10 0-49 
Vegetable oils 0-20 0-15 0-45 
Paper 
Paper pulp 6 0 0 
Newsprint 7 0 0 
Common packing and 
wrapping paper 18 15 14 
Articles made of pulp, of 
paper and paperboard 19 18 16 
Rubber 
Natural rubber 0 0 0 
Rubber fabricated mate­
rials 13 14 15 
Rubber tyres and tubes 
for vehicles and air­
craft 20 27 19 
Wood 
Wood, roughly squared 
or half squared, but 
not further manufac­
tured 0-5 0-10 0 
Veneers, plywood, 
boards, artificial or 
reconstituted wood 12,5 14.5 11 
Wood manufactures n.e.s. 
(excluding furniture) 14 14 19 
Cork manufactures 20 15 24 
Wool 
Sheep or lambs' wool, 
not carded or combed 9 0-10 0-4 
Yarn of wool and hair 8 17 25 
Woollen and worsted 
fabrics 18 22 46 
Iron and steel 
Iron ore 0 0-
Ingots 7 11 9 
Finished articles 9 14 10 
Pipes and fittings 20 20 12 
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IMPLICATIONS m) POLICY RECOMMENDATIONS 
The study points to many conclusions that are useful in deriving ap­
propriate policy decisions both for developing and developed countries. 
Declining importance of farm commodities in world trade 
It is seen that changes have been taking place in the compositions of 
commodities in the export trade of developing countries. Farm products are 
found to be slowly losing in importance in international trade. Before 
the Second World War farm products, both food and non-food accounted for 
about half the world trade (in value terms), but by 1963 the share had 
fallen to a quarter. Again before the war, exports from developing coun­
tries were overwhelmingly agricultural; but in the post-war period, the 
share of farm commodities in total value of exports has been steadily 
declining. These trends however were not unexpected. There were suf­
ficient indications of such changes in the mid-fifties. The changes are 
due to rapid industrial growth, developments in technology and rapid rate 
of growth in GNP, and per capita incomes in the developed countries. The 
operation of Engel's law of consumption (low income elasticity of demand 
for farm commodities and high income elasticity of demand for non-farm goods 
and services) in developed countries has also been an important factor in 
the declining importance of farm products in world trade. The developing 
countries are also finding increasing competition from some developed coun­
tries in many of the farm commodities. As a result, exports from developing 
countries have declined. The declining trend could be stemmed to some ex­
tent if the exports are made price competitive and supply elastic through 
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the adoption of modern technology in farming. 
Exports of non-farm goods 
An interesting change in the composition of export trade of developing 
countries is the growing importance of non-agricultural raw materials and 
manufactured goods. Since income elasticity of demand for non-farm goods 
and services are high, the exports of manufactures and non-agricultural 
raw materials are constantly rising. Development of export trade based on 
extractive materials like raw ores and minerals is not very beneficial to 
developing countries in view of high imported components in the production 
processes and low spread effects. Instead the cause of economic develop­
ment would be served better by exporting partially processed raw materials. 
Such exports, in addition to raising the value of exports, would also help 
in acquisition of skills and technology in developing countries. 
The pattern of export trade from Mexico is different from other coun­
tries. The share of farm products in total exports from Mexico has not 
declined during the years. On closer examination, it was observed that 
export of farm products from Mexico has a large proportion of high income 
elasticity items. Being labor intensive, Mexico has comparative advantages 
in the production of these items with respect to the importing countries, 
particularly the United States. Mexico's success should serve as an example 
to similarly placed countries. 
Economic development and growing imports of capital goods and manufactured 
non-consumer's goods 
The import trade of all seven countries examined in this study is domi­
nated by capital goods. Imports of plant and machinery account for over 50 
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percent of the total value of imports. The imports therefore show a large 
development bias. In addition to capital goods some of the countries have 
also been importing manufactured non-consumer *s goods or intermediate in­
puts, Inçorts of intermediate goods have been steadily rising in all seven 
countries. These imports are indicitive of progress in industrialization. 
The rising imports of intermediate inputs are also a proof of growing de­
pendence by the developing countries in their development process on in­
ternational trade. Many developing countries failed to recognize the 
above facts while formulating their development plans. They did not make 
adequate provisions for imports of intermediate inputs. The effects of in­
adequate import provisions were devastating on domestic economics and re­
sulted in lower industrial output, under-utilization of plant capacities 
and unemployment. The study of commodity composition of imports prior to 
formulations of development plans would therefore help in preventing dif­
ficulties of the type described above in later years or in the course of 
the plan. 
Benefits from export diversification 
Diversification of commodity mix in the exports is found to have a 
stabilizing effect on export volume and prices. The fluctuations in the 
unit value indices of exports are found to be less when exports were diver­
sified. Mono-exports or export specialization, though ideal from produc­
tion considerations, is prone to instabilities with respect to export pro­
ceeds and unit values. Unsatisfactory performances in export trade by Brazil 
and Ghana in recent years were due to commodity dominance in exports. Coun­
tries with diversified commodity mix such as India., Malaysia, Mexico and 
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Peru have shown steady improvements in export trade. The above findings 
are to show extent contradictory to the classical trade theories on trade 
welfare through specialization based on comparative advantage. This con­
tradiction may however be removed by broader interpretation of the theory 
to mean wider specialization based on comparative advantage. The study al­
so shows benefits from trade diversification with respect to direction. It 
is seen that when foreign trade of a country is not dominated by import 
sources or export destinations, the terms of trade tend to be favorable. 
The developing countries to some extent are aware of benefits from diversi­
fications. The changing commodity mix of exports and changing import and 
export directions are evidence of such awareness in developing countries. 
Changes in commodity compositions and trade directions are to a considerable 
extent the results of vigorous trade promotion efforts and planning by 
the developing countries. Further evidence of planning in international 
trade may be seen from the growth of trade between developing countries 
and the United States and the centrally planned countries. 
Developing countries and growth in world trade 
The share of world trade by developing countries has been steadily 
falling. The growth in exports from developing countries has also been low 
as compared to growth in exports from developed countries. Since the im­
ports are largely determined by export proceeds, the growth of imports in­
to developing countries has also been low. As export proceeds are largely 
used for importing capital goods, the slow rate of growth in export trade 
has tended to slow down the rate of growth in developing countries. The 
slow rate of growth in exports in most countries is due to low rate of in­
197 
crease in agricultural production. With growth of population and GNP, the 
rise in demand for farm commodities has been greater than output expansion, 
thereby creating competition between domestic demand and exports. Agri­
cultural production has been rising very slowly due to inelastic supply of 
factors (land and fertilizers) and low level of technology. Short run solu­
tions to increased agricultural production lie in import of farm inputs 
especially the fertilizers. Declining fertilizer prices have made such im­
ports even more attractive. Long run solutions may be found in increased 
outlays on R and D to evolve technology to suit particular needs. 
Effect of synthetics on exports from developing countries 
Growing popularity of synthetics at the expense of agricultural raw 
materials is another threat to the growth in demand for the exports from 
developing countries. As part of the popularity is due to price differen­
tials, technology could come to the aid of developing countries in reducing 
such price differentials. 
Obstacles to the growth of export trade from developing countries 
There is considerable scope for improving the export proceeds of de­
veloping countries. It is seen that many food items such as beverages, 
fruits and vegetables, nuts, etc. are both price and income elastic. De­
veloped countries have been restricting free trade in the aforesaid com­
modities through import tariffs. Adoption of freer import policies in the 
developed countries would benefit the exporting countries through larger 
exports and better prices. 
Inçort tariffs in developed countries are largely designed to discourage 
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the imports of processed goods. The developing countries could improve 
their export earnings by exporting processed goods. Quite a large number 
of manufactured goods used in developing countries involve only simple 
technology besides being labor intensive and capital extensive. Many of 
the developing countries have comparative advantage in the production and 
export of such goods, A. growing export trade could be developed by the 
developing countries in processed and manufactured commodities, provided 
of course the industrialized countries ease import restrictions and tariffs. 
As a result of trade creation developing countries would be able to increase 
their imports of capital goods and manufactured non-consumer's goods from 
the developed countries. Additionally, relaxation of import restrictions 
in developed countries would also aid the process of industrialization in 
developing countries. 
Growth in national income and deficit trade balance 
Relationships have been observed between some macro-economic variables 
and international trade components. Since international trade is determined 
by a multitude of factors the results reported in the study are only sug­
gestive and not conclusive. Among the relationships, the one between na­
tional income and deficit trade balance deserves special mention. Positive 
correlation between the variables has policy implications. The developing 
countries could cite the growth in national income as a proof of economic 
progress and stability while pleading for aid from foreign governments and 
friendly sources. The aid granting parties in turn could feel secure while 
granting such aids as loans, deferred payment facilities and credit accomo­
dations, etc. to developing countries. 
199 
Economic growth and dependence on international trade 
The developments in world trade since the Second World War have been 
disadvantageous to developing countries. Since the availability of capital 
goods is a necessary precondition for development process, inadequate sup­
plies of capital goods have greatly retarded economic progress in many de­
veloping countries. Slow growth of exports, coupled with rising prices of 
capital goods and declining prices of primary products have adversely ef­
fected the developing countries in their attempts to achieve higher rates 
of growth in national income and employment. 
Slow growth in export proceeds in developing countries is to some ex­
tent due to technological developments and weaknesses in the economics of 
developing countries. But to a large extent slow growth of export proceeds 
is a result of economic policy actions that are being pursued by developed 
countries. The import trade policies in developed countries have been 
particularly unfavorable to developing countries. The developed countries 
have been making concerted efforts to achieve greater trade through forma­
tions of groups, blocks and communities. Many of these actions have yielded 
significant results. But while forming such trade communities, the developed 
countries have excluded the developing countries from participation, there­
by increasing obstacles to imports from developing countries. The import 
policies have, to a great extent, prevented the developing countries from 
achieving higher rates of growth in national income and employment. The 
policies have also resulted in intersector disequilibrium in industrialized 
countries by artificially holding factor prices and factor returns in pro­
tected industries. 
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The developing countries have large unexploited resources both human 
and material. Since the utilization of these resources are dependent on 
the availability of capital goods, there is a large unsatisfied need for 
capital goods in developing countries. The developed countries have a vast 
and growing market for capital goods in developing countries but have not 
been able to exploit the market due to their own restrictive import poli­
cies. Relaxation of import restrictions on goods from developing coun­
tries should increase the exports of plant and machinery from developed 
countries. Freer import policies would also create incentives in de­
veloping countries to specialize in industrial activities in which they 
have comparative advantage. The developed countries in turn would be pro­
ducing more of such goods as machinery and plants in which they have com­
parative advantage. 
Liberal import policies as suggested here are not substitutes for aid; 
they are complements to aid. The developing countries would get maximum 
benefit when aids generate or create more trade through the exploitation of 
comparative advantage. The developed countries could also advise the de­
veloping countries in the choice of commodities to be traded, so that the 
exchanges result in benefits to all the parties. The process of economic 
development would be sound if aids such as loans and similar accomodations 
are planned for seIf-liquidation through increased exports. Relaxation of 
import restrictions in developed countries is also an answer to the transfer 
problem. 
From the foregoing analyses the following policy recommendations emerge: 
1. Diversification of commodities in export trade are found to re-
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duce instabilities in export proceeds. The developing countries 
would therefore benefit by diversification of commodities in ex­
port trade based on comparative advantage. 
The developing countries could improve export performance and ex­
port proceeds by developing export trade in farm commodities having 
high income elasticities. 
The developing countries would do better in terms of export pro­
ceeds and net foreign exchange gain by adopting policies conducive 
to exports of processed raw materials rather than raw materials in 
crude forms. 
Development process results in enhanced demand for manufactured in­
puts. The developing countries should therefore make adequate pro­
visions for the inçorts of intermediate inputs in their development 
plans. 
Many developing countries possess comparative advantage in the pro­
duction of some manufactured goods involving simple technology and 
high labor content. The developing countries benefit by exporting 
such goods. In addition to improving export proceeds, the exports 
of manufactures also help in providing domestic employment in de­
veloping countries. 
The developed countries should facilitate imports of such labor in­
tensive manufactures by relaxing import restrictions. Such a 
policy would benefit the developed countries through increased 
earnings from exports of capital goods into developing countries. 
Developed countries should promote international division of labor 
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and specialization based on comparative advantage by discontinuing 
protection to weak domestic industries. Such policies would result 
in trade creation and increased welfare. 
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ECONOMIC DEVELOPMENT THROUGH FREER IMPORTS 
The tempo of economic development in less developed countries is far 
from satisfactory. The rate of growth of real output since 1950 has been 
on the average much below that of most developed countries. Considering 
the low base in the national product and large and rapidly growing popula­
tion, the slow economic growth in the developing countries is indeed a 
cause for grave concern. The growing awareness of unsatisfactory rate of 
growth may be seen from the large number of international conferences, both 
within and outside the United Nations, to discuss ways and means of aiding 
the developing countries to achieve faster rates of growth. 
It is generally agreed that the best way to prevent the widening gap 
between developing and developed countries is to realize faster rate of 
growth. Delay in realizing faster rates would further worsen the situa­
tion in view of rapidly increasing population in developing countries thus 
necessitating even larger efforts (and sacrifices) in the future to achieve 
the objective. It is also agreed that the less developed countries by them­
selves would not be able to accomplish the necessary rate of growth, im­
plying thereby, the imparitiveness of foreign assistance of some minimum 
magnitude. Commenting on the size and speed of development effort both 
domestic and foreign, Viner (57, p. 394) says, 
"The critical size of minimum effort which epitomizes itself in 
the size of disturbance must be quite large. The size of the 
minimum effort becomes larger, the moment we realize that there 
is a big gap to be bridged, which is growing every year between 
the developed and the underdeveloped countries and which retards 
the development effort in these countries." 
External assistance to developing countries could come either through 
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direct aid or through trade participation. Aids to developing countries 
from developed countries during the last two decades have been in the form 
of direct aids such as grants, loans, technical assistance, gifts, etc. 
These forms are easy to implement or transfer once the donor decides on 
such action. Direct aids look impressive and strikingly distinguishable 
in the recipient country. It is also possible to measure the effects or 
impacts of such aids thereby earning the gratitude of the benefiting people. 
The citizens of the donor country in turn could justifiably derive satis­
faction from such actions. The most important of all is the political cap­
ital that can be made out of such aid in both recipient as well as donor 
countries. Direct aids do not create conflicts among economic interests 
in the donor country and the impacts are not felt directly by the general 
public. 
External aid through trade on the other hand effects differently both 
donor and recipient countries. Adoption of free trade by the developed and 
industrial countries would benefit the developing countries in two ways. 
First, free trade makes imports cheaper thereby making it possible to im­
port more from a given quantum of exchange. Secondly, it increases the 
volume and value of exports to developed countries. Unrestricted exports 
from developed countries are largely a reality owing to intense competition 
among the industrial countries. This however is not the case with imports. 
The developed countries have erected many kinds of import barriers, thereby 
hindering the smooth flow of exports from the developing countries. 
The imposition of import restrictions by the economically advanced 
countries has little economic justification. Restrictions are largely the 
# 
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outcomes of domestic politics and recognition of domestic pressure groups. 
The developing countries are the worst hit from such policies as the ex­
ports from these countries are largely primary goods, mostly agricultural 
in origin. Farm products are the ones that are protected most in the de­
veloped countries. The situation is unlike the earlier periods, when there 
was unrestricted flow of primary commodities from the United States, then 
a less developed country, to Britain and other industrially advanced Euro­
pean countries (12). This was, in fact, a recognition of the comparative 
advantage of the United States in the production of farm commodities over 
that of Europe. The implementation of the principles contained in the 
division of labor theory by the industrial countries was largely respon­
sible for the quick "take off" by the United States into the industrial 
orbit. However, history is not allowed to repeat itself in the present 
time due to import restriction policies pursued by the developed countries. 
Both developed and developing countries are paying high prices in terms of 
economic loss. The developing countries are effected through shrinkage of 
output with the attendent consequences such as reduction in the importing 
power, unemployment, etc. In the industrial countries, import restrictions 
have resulted in intersector disequilibrium and overall economic inefficien­
cy. 
If factor productivity or return is taken as a measure of efficiency, 
it is found that the protected farm sectors in most of the developed coun­
tries, have been returning low to modest earnings for capital investments 
and sub-marginal returns to labor. In 1960, the labor productivity in 
agriculture was less than half of that obtaining in industry in France (45 
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percent). West Germany (41 percent), the United States (49 percent) and 
Japan (33 percent). Only the United Kingdom (116 percent) and Netherlands 
(103 percent), among the industrialized countries, had higher productivi­
ties (Table 8.1). Low labor productivities were in spite of significant 
withdrawals of labor from agriculture since the Second World War. During 
the decade ending in 1960, the labor force employed in agriculture shrank 
by about a third in Japan and Belguim and by almost half in West Germany. 
There were similar reductions in other European countries as well (Table 
8.2). However, the movement off-farm has not been large enough to bring 
equilibrium in factor (labor) productivity between farm and non-farm oc­
cupations. If the present trend is any indication of future policies, it 
will not be far from truth to envisage the continuance of intersector dis­
equilibrium in labor productivity in the near future as well. Balassa (4) 
in a recent study estimates such disequilibrium in the near future for 
some of the highly industrialized countries. Even after making generous 
allowances for withdrawal of labor force from agriculture, labor producti­
vity in 1975 according to Balassa would be far below that of what it would 
be in the industrial sector (Table 8.1). 
The protectionist policies as practiced by the advanced countries has 
tended to harm the domestic economy seriously. The continued protection 
has not resulted in strengthening the agricultural sector. The protec­
tionist policies were enforced in the developed countries even when there 
were shortages of labor in more productive activities such as manufacturing, 
services, etc. (12). Labor shortages in many countries, particularly West 
Germany and France were met by importing foreign labor from Italy, Spain 
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and Portugal. The effects of restrictionist policy on primary products 
have been (i) loss to the consumer due to higher prices, (ii) loss to the 
producer due to lower relative income, and (iii) loss to the exchequer due 
to outlays on price support and loss of potential tax income. The pro­
tectionist policy has hindered the attainment of domestic equilibrium in 
the factor (labor) market by artificially holding labor in agriculture. 
Commenting on the poor labor productivity in the farm sector as compared 
to non-farm sector in France Lamartine Yates (31, pp. 150-151) says, "France 
has a poor ratio (41 percent) because she has pursued a policy of deliber­
ately keeping as many people as possible on the land." He goes on further 
to say, 
"An indication of what this involves may be given by saying 
that if the farm labor force of 5.1 million were as produc­
tive as the non-farm labor force, the French gross national 
product could rise from 34.6 to 46.6 billion dollars, an 
increase of 35 percent." 
Prosperity of a country can be enhanced by (i) improving the factor 
productivities through technological improvements in all sectors and 
(ii) facilitating natural and unrestricted migration of factors to activi­
ties with higher productivities, which in the context of developed coun­
tries would mean the movement of labor force from agriculture to non-
agricultural occupations. While criticizing the current agricultural poli­
cies Lamartine Yates (31, p. 151) says, 
"Instead of facilitating the movement governments almost without 
exception deplore such movements and announce that they will do 
their utmost to check it; and some have partially succeeded with 
resulting unnecessary impoverishment." 
Lamartine Yates attributed such attitude to the fear of rural exodus 
jeopardising food supply. In fact, he feels that such a movement, especially 
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in countries where much of the agricultural labor is under-employed, may 
actually increase agricultural production because less time is spent on 
subsistence farming to feed the half-idle hands and more is available for 
growing crops for the market and also improves the productivity of those 
remaining behind in farming (31, p. 151). 
Import restrictions are even greater in manufactured goods. In view 
of the dwindling prospects for even maintaining the existing level of ex­
ports of primary commodities, the restrictionist policy on imports of man­
ufactures by the industrially advanced countries is likely to reduce 
further the potential availability of foreign exchange to developing coun­
tries in the futures. History of economic development shows that most coun­
tries have progressed from low-income with primary producing and exporting 
to high income industrial economics through increased exports of manufac­
tured goods. Unfortunately such a natural process is not allowed to operate 
in the present times due to short sighted policies that are being adopted 
by many developed countries. 
The path of development of developing countries is through progressive 
industrialization. The process, if it is to be natural, would involve gra­
dual acquisition of industrial skills through relatively simple manufactur­
ing and processing activities. The natural choice falls on such activities 
that help in import substitution or those that increase the value of exports. 
High employment and low capital intensity are additional criteria. Agricul­
ture based industries such as cotton, textiles, grain processing, leather 
manufacturers, vegetable oil extraction, etc., eminently satisfy the above 
criteria. Additionally, depending upon the availability of natural re-
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sources and domestic requirements, capital intensive activities like mining 
and metal extraction may also be undertaken. Many of these "early" indus­
tries have optimum output requirements and are subject to economies of 
scale. Very often the domestic demand is less than the optimal capacity, 
and in the absence of exports, the operation of such activities becomes 
uneconomic. The relative smallness of the domestic markets has often made 
the cost of industries excessive thus necessitating high protective tariff 
which in turn has unfavorable effects on industrial structure and efficiency. 
Had it been possible to develop industrial exports, the process of indus­
trialization would have become more economical, for, it would have been pos­
sible the international division of labor in jnanufacturing. Additionally, 
the exports would have increased the demand for other imports, particularly 
of intermediate manufactures. 
Industrial efficiency in the developed countries to a considerable ex­
tent, is determined by the size of the export markets. This is true even 
for the United States. Commenting on the U.S. dependence, the "Rockefeller 
Report" on the United States International Economic Policy (40, p. 40) says, 
"Between 9 to 10 percent of all the durable goods produced in the 
United States is sold abroad. Significantly enough, these sales 
provide the margin between profit and loss for a large segment 
of American industries." 
The Report sites various industries dependent on exports. It says, 
"Exports represent from one fifth to one third of the total 
sales of American production of civilian aircraft, textile, 
steel and rolling mill machinery, and sewing machines. They 
represent 19 percent of all motor truck and bus sales, 16 
percent of diesel engines, 14 percent of agricultural machinery 
and 11 percent of machine tool production," 
The dependence of agriculture on exports is even greater. The report 
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continues, 
"American farmers depend on foreign markets for the sale of 20 
to 40 percent of their wheat, rice, cotton, rye, barley, hops, 
grain, sorghums, soybeans, leaf tobacco, and the same is true 
for domestically produced calf skins, fats and oils, dried 
fruits and processed milk." 
Gradual industrialization through the development of industrial ex­
ports would at least reduce the trade gap of developing countries due to 
both import substitution as well as export creation effects. The developing 
countries are also burdened with heavy servicing and repayment schedules of 
foreign debt. The magnitude of accumulated foreign debt for some countries 
may be seen from the following: 
External public debts of some developing countries (in million U.S. dollars)^ 
Country At the end of % Annual increase 
1955 1962 
1 2 3 4 
Argentina 600 2067 19 
India 310 2926 38 
Pakistan 147 829 28 
Turkey 600 932 7 
Mexico 479 1360 16 
Columbia 276 639 12 
Chile 351 742 11 
Brazil 1380 2349 8 
^Source (50, p. 45). 
In the light of diminishing prospects for improving foreign exchange 
earnings through the export of primary commodities and traditional items, 
fast and substantial growth in the export trade in manufactures in the 
immediate future is very essential to liquidate the external debts. 
Larger exchange earnings through the exports of manufactures is being 
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increasingly hindered by the developed countries. Progressive tariffs cor­
responding to higher stages of processing or manufacture are now a rule in 
all the advanced countries. Progressiveness of tariff is exercised even 
on such agriculture based and labor intensive industries like cotton, coir, 
jute, leather and wood. In cotton, the tariff rises from zero percent on 
raw to 17 percent on yarn to 23 percent on cloth in the United States. Ply­
wood and hardboard bear an import tariff on 13 percent in the EEC coun­
tries, 15 percent in the United Kingdom and 11 percent in the United States, 
From finished leather to footwear tariff rises from 9 to 16 percent in the 
EEC countries, 14 to 20 percent in the United Kingdom and 10 to 17 percent 
in the United States. Even the slightly processed commodities like metal 
ingots and other primary forms are tariffed as high as 7 to 11 percent in 
Europe and the United States (Table 6.14). Tariff rates on some of the 
labor intensive items of manufacture which are relatively simple and are 
therefore capable of being taken-up by many developing countries are given 
in Table 8.3. It may be seen from the table that countries such as the 
United States and Japan known for high degree of technological develop­
ment and export participation are also among the most protectionists in 
the list. 
Undue concentration upon short-term difficulties such as possible la­
bor displacement, re-training of the unemployed and rehabilitation costs 
as consequences of import liberalization has obscured the elementary fact 
that, in the long run free trade is beneficial. The availability of many 
manufactured goods of intermediate and final consunçtion at low cost due 
largely to lower wages prevailing in developing countries affords oppor­
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tunities for mutually advantageous specialization and exchange (37). A 
fact which is generally not realized (or admitted) by the policy makers as 
well as pressure groups in the advanced countries is that the wages are 
generally higher in the export industries because of greater productivity 
and higher rate of increments in productivity. Taking the United States 
as an example, it is seen that earnings of labor in the leading ten, export 
industries averaged $2.43 per hour in 1958 as against $1.87 per hour in 
ten leading industries where the dollar value of imports was largest (18, 
p. 127). It is therefore sound economics for the United States (and other 
advanced countries) to shift labor from import industries to export indus­
tries, thereby giving the developing countries an increased share of the 
market and at the same time facilitating higher earnings to the trans­
ferred factor (labor). 
Ill effects of the above proposition are generally exaggerated in 
the industrial countries. The Prebisch report discounts such fears (50, 
p. 33). The report says, 
"Actually, exports of manufactures from the developing countries 
amounted somewhat in excess of $2000 million in 1961, and, even 
assuming an increase of $10,000 by 1970, i.e., by more than half 
the trade gap, this would represent only some 4-5 percent of 
the total increment in the consumption of manufactures calculated 
for the developed countries from 1961 to 1970." 
The report also discounts the ill effects on employment in the advanced 
countries due to import liberalization and even hints of possible positive 
effects on total employment due to increased importing power with the de­
veloping countries from import liberalization in industrial countries. 
The aspiration levels of the people in developing countries are high 
considering the present standards. Thanks to education and development of 
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communications, the aspiration levels are rising and the gap between what 
they have and what they think they should have is widening. The realiza­
tion of aspirations is however taking place at a very unsatisfactory pace 
owing to rapidly rising population and shortage of many factors of develop­
ment, some of which are not only important but even limiting. There is 
increasing awareness to this fact in the post-war world. There is also 
agreement on the need for quicker pace of growth. These feelings were 
synbolized by the United Nations nomination of the 1960-70 as the "Develop­
ment Decade", and the fixing as a minimum target of 5 percent per annum of 
growth rate (55, p. 7). 
The greatest of all the problems that is being encountered by the de­
veloping nations is the shortage of foreign exchange. The exchange earnings 
from the traditional items of export are either shrinking or too inadequate 
to meet the imports of capital goods and technical know-how. Foreign as­
sistance combined with expert earnings helped many countries to undertake 
constructions of much needed social overheads such as communication chan­
nels, power capacity, etc., thus paving the way for economic development. 
During 1955-1960 growth rate in developing countries ranged from 2 to 3 
percent per annum. On the basis of past trends in capital formation from 
domestic effort, external aid and progress in aid absorptive capacity, 
capacity to repay and many other factors, Rosenstein-Rodan (41) projected 
the rate of growth in the GNP in less-developed countries, for three suc­
cessive five-year periods, 1961-1966, 1966-1971 and 1971-1976. The pro­
jected annual growth rates are continent wise, 2.8 percent for all the 
African countries, 3.9 for the underdeveloped American countries, 4.1 .for 
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the Middle East during 1961-66. The modal growth rates percent per annum 
were estimated at 2.5 in Africa and about 3 in the rest of the less-developed 
world. Projections show improvements in successive periods. Accordingly, 
during 1971-76, the annual growth rates are expected to be 3.5 in Africa, 
4.6 in North and South America, 4.5 in Asia and the Middle East. If 5 
percent per annum is taken as the minimum rate of growth necessary to 
reach the "take-off" stage, then, much of the lesser-developed world would 
be still far from it even as late as 1976. The countries that would be 
in the "take-off" stage by 1976, according to Rosenstein-Rodan are, Brazil, 
Columbia, and Mexico in North and South America, Burma, India, and Pakistan 
in Asia, and Iraq and Israel in the Middle East (Table 8.4). None of the 
countries in Africa are anywhere near the nomn. 
If growth in per capita income is taken as criterion, a somewhat 
brighter picture emerges. When countries are classified on the basis of 
annual per capita growth into high (2 percent and more), low (0.6 to 1,9 
percent) and stationery (0.5 percent and less) (as used by Rosenstein-
Rodan) quite a few countries fall under the first category by 1976 (41). 
The projections also show that many countries fall short of the necessary 
rate marginally, thus indicating the possibility of achieving the minimum 
rate necessary for self-sustaining growth, with some extra effort (Table 
8.5). 
Developmental efforts of most of the developing countries are directed 
towards building a suitable industrial base. It is in industrialization, 
they feel, and rightly so, that there is solution to the problem of growing 
unemployment and under employment. This of course does not mean that agri-
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culture would be neglected. Far from it, agriculture would be strengthened 
by reducing the burden and dependence on land. But most important benefits 
to agriculture would be from industrialization itself. It is through such 
programs like joint developments of irrigation and power, development of 
basic industries like steel, cement and heavy chemicals and fertilizers, 
that agriculture would find development most rewarding. In other words, 
agriculture is capable of yielding substantial improvements in output and 
income to the farmers even from basic development of the type described 
above. The additional employment in agriculture however would be low. 
Potential for additional employment is likely to be high in the di­
rect activities. Building of infra-structure such as transport and com­
munication developments, civil constructions, and construction of irriga­
tion and power works may be specially mentioned for the high employment 
potential. A labor surplus economy as that prevailing in most developing 
countries, would choose labor intensive processes in undertaking develop­
mental programs. Additionally, the developing countries would strive for 
elementary industrialization with a view to generate employment, import 
substitution, raising the value of exports, and other considerations. These 
activities, in addition to being simple in technology, are also labor in­
tensive, On these grounds Meade (35, p. 102) pleads for expanding the 
market for manufactures from developing countries in the industrial coun­
tries. He reasons, 
"With the population explosion in many of the underdeveloped coun­
tries and with present trends for developed countries to economize 
in the use of natural primary materials, many underdeveloped coun­
tries will have to start their development by producing a greater 
and greater quantity of the simple manufactures which require a 
216 
minimum of special skill and equipment but can be produced by cheap 
labor. The developed countries must present an ever-expanding mar­
ket for such products if economic development is really to be pos­
sible." 
The Investment Multiplier in Developing Countries 
The development of infra-structure and basic industries through labor 
intensive processes as suggested above would result in expansion in the 
domestic wage income of developing countries. The pattern of consumption 
out of wage income (i.e., money income) from new jobs is known to be dif­
ferent from that of income increases from higher farm output. The former 
resembles expenditure patterns of urban households while the latter resem­
bles rural household patterns. The expenditures on manufactures by the 
urban households are found to be significantly larger than the rural house­
holds. The urban households have many items of manufacture in the family 
budget that are not found in the rural households. Taking all these fac­
tors into account it may be said that the effective demand for manufactures 
resulting out of salary incomes would be far greater than what it would be 
when the growth is entirely in the farm sector. Even ignoring this dif­
ference, it is found that the income elasticity of demand for manufactures 
is very high in the developing countries. For some commodities it is twice 
as high as that of developed countries. The elasticity coefficient exceeds 
two for a number of manufactured commodities like paper and paper products, 
etc. For many other commodities it ranges from 1.5 to 2.0 (Table 8.5). 
High income elasticities are indicative of the extent of ready market 
available for manufactured goods in developing countries. The realization 
of this market, however, is conditioned by the availability of the com­
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modities themselves. In most developing countries, the domestic output of 
these commodities is either nil or small, thus necessitating imports. Im­
ports however would mean competition between capital goods and manufactured 
consumer goods for the limited foreign exchange at the disposal. A natural 
alternative in that case would be to develop such industries within the 
domestic boundaries. As most of these industries are not capital intensive 
and involve only simple technology, the developing countries would find the 
establishment of such industries relatively easy. Being la^or intensive, 
employment would also get additional boost. In the initial stages, these 
industries might have to import some of the factors like raw materials that 
are not domestically produced. But when the demand for such items is suf­
ficiently large and stable, backward linkage effects as described by Hirsch-
man (16) would start operating. The linkage would provide further employ­
ment and thus aid further growth. 
The development of manufacturing facilities would require capital in­
vestment. The magnitude of investment would however depend upon the ad­
ditional demand for manufactured wage goods and the capital intensity of the 
industries under question. Capital intensity may be interpreted as ratios 
of either capital/output or capital/labor. The basic wage goods industries 
are low in both the ratios. But the capital component^ of these invest­
ments are likely to be high. Since the developing countries are in an 
early stage of development, a large proportion of the capital items may 
have to be imported. It is roughly estimated that the import component 
^Non-wage items such as plant, machinery and building materials. 
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or foreign exchange needs of investment for developing countries ranges 
from 0.5 to 0.6 (cost of imported components/total cost). If development 
has to be relatively smooth and less painful, it is imperative that the 
foreign exchange needs of the wage goods industries are also met. The 
imperativeness also stems from other important considerations such as the 
need for exploitation of the multiplier effect and avoidance of inflation. 
It is possible to overcome the foreign exchange difficulties with the 
understanding co-operation of developed countries. The problem can be re­
solved if the industrially advanced countries agree to sell capital goods 
and accept in return the manufactured goods produced with the help of those 
capital goods. A solution like this would be to the mutual advantage of 
both the parties, in view of the labor intensiveness of the manufactured 
goods and the existence of vast wage differentials between the developed 
and developing countries. This calls for liberalization or removal of 
import restrictions in the advanced countries. MaizeIs (34, pp. 77-78) 
forcefully advocates liberal import policies for industrialized countries. 
Criticizing the protectionist measures in practice in the developed coun­
tries he says, 
"Such measures have been effective in restricting imports of 
cheap textiles, apparel and other lightly processed goods, 
having a high labor-content and in which the less-developed 
countries concerned have a cost advantage. Import restrictions 
on such manufactures act both to limit the rate of industrial 
growth which can be achieved in some of the less advanced 
countries and to reduce the real income^ of industrial coun­
tries themselves since more costly home-produced goods are 
consumed instead." 
^Italics supplied. 
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The Accelerator Effect in Industrial Countries 
It is easily seen that under static conditions free trade results in 
greater welfare to all the trading parties through the operation of relative 
advantage. But under conditions of growth, it can be shown that the welfare 
effects are even greater due to the operation of multiplier and accelerator 
effects in both developed and developing countries. Growth in developing 
countries could have far reaching impacts in the developed countries pro­
vided there is understanding co-operation between them. The developing 
countries are making concerted efforts to improve their conditions through 
employment creation, industrialization and modernization of agriculture. 
Most of the developing countries have set targets for sustained rates of 
growth, which are generally reasonable and achievable. If growth at 5 
percent per annum is taken as the rate likely to be achieved, the overall 
impact in terms of demand for capital good would be large. At least in 
the initial stages, the demand for the capital goods would be very high 
due to large capital needs of social overhead projects. Assuming that the 
foreign exchange needs of such projects are met from the exports of tra­
ditional items and external aid, the developing countries would still need 
importing power to buy capital goods to satisfy (partly if not fully) the 
demand for manufactures. It is hard to plead for international aid to 
finance the manufactured wage goods industries when such help is scarce and 
is already being used for more pressing needs like the development of social 
overheads, basic industries, etc. 
The additional foreign exchange problem could be solved through in­
creased earnings from the export of non-traditional items, particularly 
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the manufactures. A part of the wage goods output itself could be ex­
ported to industrial countries, thus helping to finance their own for­
eign exchange. This would be an extremely feasible proposition in view 
of the advantage in wage costs, provided of course such advantages are 
not neutralized through tariffs and other restrictions. The developed 
countries in turn can benefit from such policies through greater exports 
of capital goods. 
There is considerable slack in the economy of industrial countries at 
the present movement. Even in the past the industrial capacities were 
mostly worked below 80 percent. The export of capital goods as suggested 
above would give a boost to the economy of industrial countries, increasing 
both employment as well as GNP. Doubts may arise regarding the longevity 
of such reciprocity in trade in view of the limits to export of capital 
goods due to full employment ceiling. But the ceiling would not be reached 
in the normal course due to contraction in the industries that are in direct 
competition with imports from developing countries. Furthermore, agricul­
ture still employs a large number where productivity is very low. The 
agricultural labor could be gradually shifted to more productive export 
industries. The sum total effect would be a gradual and progressive shift 
of labor from low productivity to higher productivity occupations, resulting 
in larger GNP in the industrial countries resulting from both accelerator 
and multiplier effects. The developing countries in turn would benefit from 
increased employment in the manufactures and larger national income (14). 
Rapid spread and adoption of technology in agriculture is also likely in 
view of large export markets in farm commodities in the developed countries. 
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The benefits of international co-operation as proposed above may be 
from the following demonstrative model: 
The model: 
Legend 
= Net national income in year n. 
Y - Y 1 = Rate of growth, 
n n-i 
VI 
p = Proportion of additional income spent on manufac­
tures (wage goods). 
0 = Marginal propensity to consume. 
k = Capital/output ratio. 
1 = Import content of investment of wage goods industry. 
Y = C + I + X. - M , where 
n n n n n 
= Consumption in year n 
= Investment in year n 
= Export in year n 
= Import in year n 
K = K + K, 
m d 
K = Capital requirements for the wage goods 
industries 
= Inçort portion of the total capital (K) 
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= Non-import content or investment from domestic 
resources 
A = Labor output ratio. 
The superscripts D and I refer to developing and developed or industria­
lized countries. 
Investment and multiplier effect in developing country 
The addition to net national income NNP) in country D in one year 
due to investments on such projects like social over-heads, irrigation, etc, 
may be expressed as: 
^ NNP = Y ° - Y ° or y ® (1) 
n n-1 n 
The proportion of the additional income Y^^ spent on manufactured wage 
goods (W) would be: 
W = Y^^  • P° (2) 
(Here, only the manufactured wage goods are considered. Farm commodities 
and other items are assumed to be met from domestic production.) The to­
tal capital (K) requirements for producing the wage goods should be: 
K = y^^ • p^ • k® (3) 
Import content (K^) of the total capital (K): 
K = y ® • p^ • k^ . i^ (4) 
m -^n 
Investment from domestic resources (K^): 
• p° * k®(l - i^) (5) 
It is assumed that (5) is met from domestic resources such as savings (past 
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and current), dis-hoarding, deficit financing, etc. Investments on wage 
goods industry is an excellent opportunity for private capital to partici­
pate. So private enterprise could indice dis-hoarding and also attract 
past and current savings to such ventures. 
The multiplier effect (/^ from one year's growth in NNP assuming 
no lags between investment and consumption would then be: 
/« D  ^ Y °^ ° P® • K® (1 - I^ ) 
' " (1 - O )^ 
The total multiplier effect (^• .^) from growth in NNP in n - 1 to n + m 
period with the assumption that i^, k^and o^ remain constant; 
^ B yj- p"' + ... + y J'- A 
A m 
Additional employment potential (E) from such development in one year would 
be: 
E = ' P® • (8) 
The accelerator and multiplier effect in industrial countries : 
The inçort content (K^) of total capital needs for developing the wage 
good industries in developing countries is expressed in equation 4 as: 
K = Y D ' k^ ' i^ 
m n 
Since is to be imported, the same may be expressed as exports from the 
developed countries (X^^). 
The total income (NNP) in year n due to additional export of would 
be 
NNP = Y^ + X^-M (9) 
n n n 
224 
Additional investment (I^^) in capital goods to produce the required ex­
ports of machinery and plants in year n for producing manufactured con­
sumer's goods or wage goods in developing countries would then be: 
I ^  = X ^  (10) 
n n 
Additional investment in capital goods (I^) to produce the required exports 
in years n to n + m then becomes: 
l' - In' + I.+1' + --- + (") 
Equation 10 substitutes into 11 to yield: 
= X I . + X • k^ + ... + X . ^ • k^ 
n n+1 n+m 
The total additional income in year n ( A  Y^), assuming no lags between in­
vestment and output would be: 
A Y  =  X ^ + I ^  ( 1 2 )  
n n n 
The total additional income in period n to n + m years (AY) would then 
be: 
A Y . X/ • FCL + + ... + . IJ- + 
+ --- + 
The multiplier (^ ^) effect due to additional income in year n: 
(14) 
(I - o^) 
The multiplier effect due to additional income in year n to n + m: 
,/ I - K + - K + --- + ' K + 
(I - o^) (15) 
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It may be seen from the above presentation that welfare of both developed 
and developing countries is enhanced when they co-operate in international 
trade. As a matter of fact the potential benefits to developed countries 
are larger due to the operation of both accelerator and multiplier effects 
to the full extent. Due to planned growth and high propensity to consume 
in developing countries, the accelerator would also yield steady and contin­
uous growth in the co-operating industrial countries. 
The policy makers in many advanced countries are aware of possible 
greater prosperity through interdependence and co-operation in the form of 
trade and aid. But owing to domestic politics and pressure groups this is 
not being realized. Commenting on such policies in relation tr. the United 
States, the Rockefeller Report (40, p. 42) says, 
"...it might be expected that the foreign commercial policy of the 
United States would be encouragement of exports and imports to the 
utmost, if only from the point of view of our most immediate econo­
mic self-interest. When we add the vital importance of expanding 
production and trade for all the other nations of the free world 
it would appear that the case for a liberal trade policy should 
command virtually unanimous national agreement." 
Continuing, the report says, 
"Yet it is clear from the debates over the renewal of Trade Agree­
ments Act and the President's authority to reduce tariffs that 
this is not so. The case for freer trade policy must be repeated 
year after year and the same arguments must be refuted each time. 
Nearly everyone recognizes the advantage of a liberal trade policy. 
But it seems that we hesitate to pay the price it demands. Under­
standably those who suffer by lower tariffs are reluctant about a 
freer trade policy. Yet economic wisdom demands acceptance of the 
fact that if other jobs, sales and profits are to accrue from the 
United States exports we inevitably must be willing to accept the 
imports upon which payment for our exports depends. It is un­
avoidable that some of our exports will compete with segments of 
domestic production as do our exports in many of the markets in 
which they are sold." 
In conclusion it may be said that the economic welfare of all nations 
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lies in freer trade and economic co-operation. The economic symbiosis as 
proposed above, in addition to enhancing the welfare, would also help in 
reducing the gap between the developed and developing countries in material 
wealth and science and technology. 
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Table 8.1, Labor productivity (per man) in the main economic sectors, 1950-1975^ 
Productivity in agriculture as a % of 
Country All sectors Agriculture Industry All sectors Industry 
1950 1960 1970 1975 1950 1960 1970 1975 1950 1960 1970 1975 1950 1960 1970 1975 1950 1960 1970 1975 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 
Belgium 
(1000 
francs) 111 146 191 217 87 144 213 256 113 156 214 250 78,3 98,6 111,5 118,0 77,0 92,3 99.5 102,4 
France , , i 
(francs) 7849° 9507 13977 16479 4078 4963 7804 9450 9333 10923 15249 17720 52.0 52,2 55.8 57.3 43.7 45.4 51.1 53.3 
Germany (W) 
(1000 Marks) 5.65 9.55 13.51 15.94 2.34 4.42 6.67 8.08 6,30 10,90 15.83 18,98 41,4 58,5 49,4 50.7 37.1 40.6 42,1 42.6 
Italy , , , 
(1000 Liras) 657 790 1132 1340 411 492 728 873 807 961 1395 1675 62,6 62,2 64,3 65,1 50.9 51.2 52.2 52,1 
Netherlands 
(Guilders) 5248 7381 9688 11003 4859 7589 11233 13470 5094 7367 10093 11728 92,6 102,8 115,9 122,4 95,3 103,0 111,2 114,9 
U.K. 
(Pounds) 632 763 952 1059 565 832 1118 1277 577 716 934 1062 89.4 109.0 117.4 120,5 97.9 116.2 119.7 120.2 
U.S.A.^ 
(Dollars) 2.67 3.13 4.06 4.59 1.24 1.61 2.43 2.96 2,89 3.31 4.18 46.4 51.4 51.4 59.9 64.5 42.9 48.6 58.1 63.1 
Japan 
(fflllion 
yen) 132 232 360 440 66 104 154 185 193 311 468 569 50.0 44.8 42,8 42,0 34,2 33.4 32.9 32,5 
^Source (4), 
defers to 1955, 
"^Dollar per man hour, 
Table 8.2. Employment in the main economic sectors in some industrial countries, 1950-1975^ 
Total (0005) Agriculture (0005) Agriculture as % 
of total 
Country 1950 1960 1970 1975 1950 1960 1970 1975 1950 1960 1970 1975 
1 2 3 4 5 6 7 8 9 10 11 12 13 
Belgium 3306 3384 3570 3670 368 258 198 167 11.1 7.6 5.5 4.6 
France 18550^ 8684 20490 21170 5240 4960 3500 3180 28.2 26.6 17.1 15.0 
Germany (W) 20030 25005 25700 26430 5020 3595 2670 2300 25.1 14.3 10.4 8.7 
Italy 18020^ 9836 21310 21950 6884 6225 5100 4630 38.2 31.4 22.1 21.1 
Netherlands 3727 4194 4820 5050 533 433 350 315 14.3 10.3 7.3 6.2 
U.K. 22539 24173 25570 26120 1262 1062 890 830 5.6 4.4 3.5 3.2 
U.S.A.^ 124 129 149 158 16 14 10 9 12.9 10.9 6.7 5.7 
Japan 35720 44720 48690 50800 18430 15540 11540 9910 51.6 34.7 23.7 19.5 
^Source (4). 
^Refers to 1955. 
^In billion annual man hours. 
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Table 8.3. Ad valorem tariffs (%), general (Gen.) and preference (Pref.), o 
economies in 1963^ 
North America Western 
Commodity United Canada Benelux France Federal 
(SITC group) States lie of & 
Gen. Gen. Pref. Gen. Pref. Gen, Pref. Gen. 
1  2 3 4 5 6 7 8 9  
Essential oils, 
perfume and fla­
vour materials 
Fertilizers, manu­
factured 
Leather 
Fur skins, tanned 
or dressed (in­
cluding dyed) 
Materials of rub­
ber 
Veneers, plywood 
board, etc. 
Cork manufactures 
Textile yarn and 
thread 
Cotton fabric, 
woven 
Textile fabrics, 
woven, other 
than cotton 
fabrics 
Miscellaneous made' 
up textile arti­
cles 
Floor coverings, 
tapestries, etc. 
Pottery 
Furniture 
Travel goods, hand 
bags, etc. 
22.9 3.8 
3.8 
10.4 15.6 4.3 
18.4 15.0 9.0 
10.0 16.6 9.6 
13.9 13.0 7.7 
19.7 9.0 
21.7 13.6 6.9 
24.6 17.0 7.5 
34.7 18.4 10.0 
30.4 21.1 14.2 
21.2 22.1 17.7 
33.5 22.0 10.0 
16.7 25.2 17.7 
20.0 23.8 11.3 
7.7 3.8 8.4 
1.3 4.8 
6.8 3.4 8.9 
5.3 3.0 4.8 
11.0 5.7 12.5 
8.0 3.9 10.5 
11.8 5.0 21.2 
9.4 4.1 10.6 
15.2 8.0 17.2 
16.7 8.5 17.5 
18.0 9.7 19.5 
19.0 10.8 23.6 
20.0 11.2 19.8 
14.9 7.7 17.3 
18.8 10.0 18.1 
3.8 7.2 I 
1.6 6.4 j 
4.2 5.4 ; 
1.3 6.6 / 
5.6 12.4 Î 
5.2 8.0 i 
11.5 10.6 L 
5.6 7.7 ^ 
9.0 13.6 / 
10.2 14.9 g 
8.8 15.4 S 
11.0 15.0 î 
8.2 15.4 { 
8.8 12.0 e 
8.6 14.9 6 
^Source (4). 
înce (Pref.), on imports of manufactures in some developed market 
Western Europe 
:e Federal Repub- Italy United Japan 
lie of Germany Kingdom 
Pref, Gen. Pref. Gen. Pref. Gen. Pref. Pref. Gen. 
8 9 10 11 12 13 14 15 16 
3.8 7.2 4.8 
I—1 S
 5.1 14.1 3.4 10.5 12.9 
1.5 6.4 5.2 6.3 3.6 15.9 9.6 
4.2 5.4 2.7 11.7 6.7. 13.3 8.0 19.0 
1.3 6.6 4.3 13.3 8.1 20.0 12.0 20.0 
5.6 12.4 9.0 14.0 7.5 14.8 5.6 8.9 8.0 
5.2 8.0 6.2 11.0 6.4 14.5 8.7 16.0 
1.5 10.6 4.9 25.8 15.0 11.7 7.0 15.0 
5.6 7.7 4.6 12.7 7.6 18.6 10.4 16.8 20.8 
9.0 13.6 7.5 15.7 7.8 22.7 16.6 14.1 10.0 
0.2 14.9 8.5 17.4 9.3 23.2 16.8 14.3 25.0 
8.8 15.4 9.3 16.8 8.7 25.6 14.6 15.4 19.0 
1.0 15.0 8.8 19.4 9.7 31.7 11.4 18.9 25.0 
8.2 15.4 8.3 22.1 12.1 24.8 14.9 15.0 
8.8 12.0 6.6 17.2 9.3 20.6 4.1 12.4 25.6 
8.6 14.9 8.0 19.3 10.2 18.3 11.0 25.0 
t 
20.0 
Table 7.3. (Continued) 
North America Wesi 
Commodity United .Canada Benelux France Federal 
(SITC group) States lie of ( 
Gen. Gen. Pref. Gen. Pref. Gen. Pref. Gen. 1 
1  2 3 4 5 6 7 8 9  
Clothing, except 
fur clothing 32.4 21.7 14.3 18.8 10.2 19.4 9.0 14.1 7 
Footwear 13.7 23.4 13.8 18.7 10.6 19.1 8.6 14.4 8 
Western Europe 
e Federal Repub- Italy- United Japan 
lie of Germany Kingdom 
Pref. Gen. Pref. Gen. Pref. Gen. Pref. Pref. Gen. 
8 9 10 11 12 13 14 15 16 
9.0 14.1 
8.6 14.4 
7.9 
8.2 
17.0 
18.3 
8.5 25.9 15.6 15.6 23.9 
9.4 24.5 7.0 14.7 26.8 
Table 8.4. Gross national product projections for some developing coun­
tries, 1961-1976 (million U.S. dollars)^ 
Country Gross national product % rate of growth % per capita growth 
p * & * 
1961 1966 1971 1976 1961- 1966- 1971- 1961- 1966- 1971-
66 71 76 66 71 76 
1  2 3 4 5  6 7 8 9  1 0  1 1  
AFRICA. - - - - 2.80 3.20 3.50 - - -
Ethiopia 1149 1269 1471 1747 2.00 3.00 3.50 1.20 1.70 2.20 
Ghana 966 1093 1267 1505 2.50 3.00 3.50 1.10 1.60 2.20 
Moracco 1539 1742 1994 2312 2.50 2.75 3.00 0.20 0.25 0.40 
Sudan 848 959 1112 1289 2.50 3.00 3.00 1.70 1.90 1.80 
Tunisia 654 740 858 1044 2.50 3.00 4.00 0.40 0.60 1.40 
Congo 1482 1558 1720 1994 1.00 2.00 3.00 -0.80 0.40 1.70 
Kenya 624 7724 839 996 3.00 3.00 3.50 2.20 1.50 1.60 
Nigeria 2920 3586 3968 4713 3.00 3.00 3.50 2.20 1.40 1.75 
Algeria 2063 2511 3055 3716 4.00 4.00 4.00 2.00 1.50 1.50 
AMERICA 3.90 4.30 4.60 _ -
Argentina 11447 13759 16945 29284 3.75 4.25 4.75 2.00 2.50 3.20 
Brazil 18082 22268 27750 35418 4.25 4.50 5.00 1.50 1.70 2.00 
Chile 2679 3.40 3729 4537 3.25 3.50 4.00 1.10 1.50 2.20 
Colombia 4170 5196 6630 8462 4.50 5.00 5.00 2.00 2.20 2.00 
Cuba 2850 3304 3872 4599 3.00 3.25 3.50 0.80 0.90 1.10 
Mexico 10460 13033 16630 21225 4.50 5.00 5.00 1.50 2.00 2.00 
Peru 1952 2318 2787 3391 3.50 3.75 4.00 1.80 1.50 1.11 
Venezuela 4451 5416 6589 8017 4.00 4.00 4.00 1.50 2.50 2.60 
ASIA 4.10 4.40 4.50 — _ _ 
Afghanistan 760 881 1072 1305 3.00 4.00 4.00 1.50 2.20 1.70 
Burma 1276 1553 1982 2529 4.00 5.00 5.00 2.40 3.10 2.80 
Ceylon 1244 1442 1754 2134 3.00 4.00 4.00 0.60 1.80 1.70 
Taiwan 1255 1491 1792 2180 3.50 3.75 4.00 0.40 1.00 1.50 
India 29600 37779 48217 61539 5.00 5.00 5.00 3.00 3.00 3.40 
Indonesia 9165 10370 12022 14278 2.50 3.00 3.50 0.60 0.90 1.20 
Malaya 2615 3181 3870 4709 4.00 4.00 4.00 1.30 1.40 1.60 
Pakistan 5613 6829 8510 10861 4.00 4.50 5.00 2.00 2.40 3.00 
MIDDLE EAST 
Iran 2527 3075 3741 4551 4.00 4.00 4.00 1.70 1.70 1.60 
Iraq 1142 1390 1774 2264 4.00 5.00 5.00 1.60 2.60 2.60 
Israel 1701 2183 2786 3555 5.00 5.00 5.00 0.70 1.60 2.30 
^Source (41). 
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Table 8.4. (Continued) 
Country Gross national product % rate of growth % per capita growth 
P # & « 
1961 1966 1971 1976 1961- 1966- 1971- 1961- 1966- 1971-
66 71 76 66 71 76 
1  2 3 4 5  6 7 8 9  1 0  1 1  
Turkey 6326 7697 9583 11930 4.00 4.50 4.50 1.40 1.90 2.10 
Egypt 4005 4872 6057 7539 4.00 4.50 4.50 1.50 1.90 1.80 
Syria 816 946 1151 1434 3.00 4.00 4.50 0.10 1.30 2.00 
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Table 8.5. Income elasticity of demand in manufacturing^ 
High Low 
All income income 
Commodities countries countries countries 
1 2 3 4 
Paper and paper products 2.04 1.86 2.36 
Basic metals 1.99 1.16 2.98 
Metal products 1.98 1.87 2.23 
Other manufacturing 1.85 1.85 2.05 
Printing and publishing 1.72 1.64 1.24 
Rubber products 1.58 1.46 1.94 
Chemicals and petroleum products 1.55 1.12 1.80 
Wood products 1.53 1.51 1.71 
Clothing and footwear 1.36 1.25 1.95 
Textiles 1.21 0.75 2.12 
Non-metallic mineral products 1.16 1.14 2.37 
Food, beverages, tobacco 0.98 0.97 1.72 
Leather products 0.89 0.91 2.01 
Total manufacturing 1.37 1.30 1.89 
^Source (53), 
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SUMMARY 
This study examines developments in some important aspects of interna­
tional trade such as commodity composition, direction, terms of trade, etc., 
of developing countries since 1950. The study also attempts to analyze the 
possible causes and their effects on economic development and growth in de­
veloping countries and then proceeds to suggest ways and means to im­
prove the economic performance through international trade and co-operation. 
A mathematical model is also formulated to demonstrate the beneficial ef­
fects of such policies and actions on the trading partners. 
The commodity composition of foreign trade of developing countries is 
rapidly changing. Significant changes are seen in the commodity composi­
tions of export trade of developing countries since the Second World Mar. 
Before the war, farm commodities accounted for over 50 percent of the ex­
ports, but the same declined to 25 percent in 1963. Efforts towards do­
mestic and regional self sufficiency, developments in technology, substi­
tution of natural products by synthetics, economic growth and high income 
elasticity of non-food items in developed countries and above all, the adop­
tion of protectionist policies by even the advanced countries are some of 
the major reasons for the declining importance of agricultural commodities 
in international trade. 
Many developing countries have been able to develop export trade on 
non-traditional items such as mineral ores semi-manufactures, manufactured 
goods, etc. The overall gain to the domestic economy from the export of 
mineral ores is generally small owing to high capital intensity, low employ-
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ment potential and high proportion of the imported inputs in the production 
process. 
Significant changes are taking place in the commodity composition of 
imports. The proportions of capital goods and manufactured non-consumer's 
goods are rising at the expense of consumer's goods. These changes may be 
interpreted as indications of emphasis on development in developing coun­
tries. 
The direction of trade of developing countries is gradually changing. 
The United Kingdom has lost its dominance in the international trade of 
many developing countries. The United States has now replaced both Western 
Europe and the U.K. as the most important trading partner of many developing 
countries. Another noteworthy change in the trade of developing countries 
is the growing importance of the centrally planned countries. Since im­
ports from the centrally-planned countries mostly consist of capital goods, 
the developing countries are rendered much needed help in industrialization 
and resource development. In return, the developing countries export food 
items and manufactured consumer's goods. 
The post-war growth in international trade in primary commodities has 
been considerably slow as compared to trade in manufactures. Since the 
less developed countries are a major source of primary commodities, slow 
rate of export expansion has serious implications on economic develop­
ment of developing countries. The growth of external trade (both imports 
and exports) of developing countries has been slow as compared to developed 
countries. The overall terms of trade have also become unfavorable to de­
veloping countries. 
236 
The developing countries are in an advantageous position regarding the 
import of agricultural inputs. The import prices of fertilizers and agri­
cultural machinery have been steadily falling in recent years. The de­
clining prices have made possible the substitution of food imports by fer­
tilizers and other agricultural inputs. 
There are many factors that go to determine foreign trade. The export 
trade is determined by such factors as price competitiveness, demand for 
the product abroad, capacity to produce, supply elasticity, etc. The 
export trade performances by developing countries do not compare well with 
that of developed countries. This is to a large extent due to the nature of 
the commodities entering the export trade. The developed countries have al­
ways been the exporters of primary commodities, mostly farm products. 
Poor performance in the exports of primary goods to some extent is due to 
inability of these countries to meet the growing demand promptly and fully 
owing to such causes as inelastic supply of land, slow recovery from war 
damages, stagnant technology rise in the domestic consumption, etc. Pro­
duction technology in the developing countries has not been adapted to the 
current needs. There are limits to output expansion owing to inelastic sup­
ply of land and poor scope for intensive farming due to low fertilizer con­
sumption potential of the seeds and other such limiting factors. Many de­
veloping countries are even compelled to divert scarce foreign exchange 
from the import of capital goods to food items. Increasing use of syn­
thetics as substitutes for agricultural raw materials is yet another reason 
for poor export performance by developing countries. 
Many developing countries have comparative advantage in the production 
237 
of some manufactured goods such as textiles, simple machinery, basic metals, 
etc., but are not able to realize the benefits due to tariff barriers in 
the industrialized countries. 
Relationships have been observed between some international trade com­
ponents and macroeconomic variables. Positive correlation is seen between 
1) export price index and commodity concentration in export trade, 2) export 
price index and export concentration or domination, 3) national income and 
import of machinery, 4) national income and deficit trade balance, 5) import 
of machinery and deficit trade balance, 6) import of machinery and popula­
tion growth, 7) industrial employment and import of machinery, 8) industrial 
output and import of machinery, 9) volume of export and index of national 
income, 10) volume of export and index of cost of living, and 11) volume 
of export and index of agricultural output, k few negative relationships 
were also observed in some countries but these were exceptions. 
Unsatisfactory trade performance and adverse terms of trade have, to 
a considerable extent, contributed to slower rate of growth in the de­
veloping countries. The developing countries need large imports of capital 
goods for industrialization and for building the social overheads. But 
the developing countries are not able to import the required magnitude of 
capital goods owing to shortages of foreign exchange. The situation could 
be improved through increased earnings of foreign exchange. Increased 
earnings are possible through larger volume of exports or better prices. 
The developed countries could speed up the process of development in less 
developed countries by relaxing the long held protective policies and im­
port restrictions. 
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The development process in developing countries is likely to result 
in increased demand for manufactured consumer's goods which are generally 
in short supply in most developing countries. In order that the develop­
ment process be peaceful and less painful, it is necessary that at least 
a part of the demand is met. Since the imports would involve foreign ex­
change, it is desirable that the production of some of these commodities 
based on relative advantage, are undertaken within the developed countries. 
But the establishment of these industries would require imported plant 
and machinery which most developing countries would not be able to acquire 
due to foreign exchange shortage. The developed countries could help 
the developing countries by supplying plant and machinery on deferred pay­
ment terms, repayable in manufactured goods. The proposed measure would 
benefit the developing countries through increased employment and indus­
trial activity. The developed countries in turn would benefit from in­
creased exports of capital goods and cheaper imports of consumer's goods. 
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APPENDIX A 
Using Y as the dependent variable and X^  as the independent variable, 
we get the following results: 
Malaysia; 
Export price index (Y) and proportion of rubber (X^) to total exports 
Y = 86.6742 + 0.5986Xj^ 
(52.82) (0.09) 
Correlation coefficient (r) = 0.18 
t-test not significant at 5% level 
Export price index (Y) and proportion of tin (X^) to total exports 
Y = 146.3560 - 1.8527X^ 
(21.13) (1.41) 
r = 0.35 
t-test not significant at 5% level 
Brazil; 
Export price index (Y) and proportion of coffee (X^ ) to total exports 
Y = 201.28 + lAlYL^ 
(22.24) (0.38) 
r = -0.73 
t-test significant at VL level 
India: 
Export price index (Y) and proportion of tea (X^) to total exports 
24=5 
Y = 109.20 - 0.29X^ 
(52.48) (0.27) 
r = -0.28 
t-test not significant at 5% level 
Export price index (Y) and proportion of burlap (X^) to total exports 
Y = 102.12 + 0.07Xj^ 
(45.31) (0.20) 
r = 0.09 
t-test not significant at 5% level 
Ghana; 
Export price index (Y) and proportion of cocoa (X,) to total exports 
Y = 40.62 + l.OSX^ 
r = -.58 
t-test significant at 5% level 
Peru; 
Export price index (Y) and proportion of cotton (X^) to total exports 
Y = 175.58 + 2.94X^ 
(10.13) (0.38) 
r = -0.91 
t-test significant at 1% level 
Export price index (Y) and proportion of non-ferrous minerals (X^) to 
total exports 
Y = 74.56 + 1.66X^ 
(8.71) (0,51) 
r = 0.68 
t-test significant at 1% level 
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Malaysia; 
Export price index (Y) 
Export price index (Y) 
Export price index (Y) 
Brazil: 
Export price index (Y) 
APPENDIX B 
and share of U.K. (X^) 
Y = 66.2067 + 3.6052X^ 
(31.77) (2.06) 
r = 0.45 
t-test not significant at 5% level 
and share of rest of the world (Xj^) 
Y = 203.7999 - 2.9600Xj^ 
(55.37) (1.90) 
r = 0.40 
t-test not significant at 5% level 
and share of U.S.A. (X^) 
Y = 42.43 + 5.117ZX^ 
(19.78) (1.25) 
r = 0.73 
t-test significant at 1% level 
and share of U.S.A. (X^) 
Y = 197.41 - 1.88X^ 
(29.85) (0.68) 
r = -.60 
t-test significant at 5% level 
zm 
Ghana; 
Export price index (Y) and share of U.S.A.. (X^) 
Y = 77.57 + 0.727Xj^ 
(18.72) (0.8) 
r = 0.02 
t-test not significant at 5% level 
Export price index (Y) and share of EEC (X^) 
Y = 83.99 - 0.17X^ 
(17.12) (0.60) 
r = -0,08 
t-test not significant at 5% level 
Peru; 
Export price index (Y) and share of U.S.A. (Xj^) 
Y = 20.23 + 26.63Xj^ 
(3.09) (0.9) 
r = 0.60 
t-test significant at 5% level 
Export price index (Y) and share of EEC (X^) 
Y = 38.48 + 2.76X]^ 
(15.14) (0.64) 
r = 0.76 
t-test significant at 1% level 
/ 
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APPENDIX C 
1) National income (Y) and import of machinery (X^) 
Y = -13.30 + 1.21X2 r = 0.97 t-test significant at 17» level 
(8.06) (0.08) (Mexico) 
Y = 65.99 + 0.35X2 r = 0.94 t-test significant at 1% level 
(3.65) (0.03) (India) 
2) National income (Y) and deficit balance of trade (X^) 
Y = 45.94 + 0.62X- r = 0.50 t-test not significant at 5% 
(24.81) (0.30) level (Mexico) 
Y = 75.77 + 0.28X2 r = 0.67 t-test significant at 1% level 
(7.66) (0.09) (India) 
3) Inçort of machinery (Y) and population growth (X^) 
Y = -387.83 + 3.49X2 r = 0.94 t-test significant at 1% level 
(59.85) (0.59) 
4) Import of machinery (Y) and deficit trade balance (X2) 
Y = 37.26 + 0.67X2 r = 0.67 t-test significant at 1% level 
(17.07) (0.28) (Mexico) 
Y = 19.91 + 0.94X2 r = 0.81 t-test significant at 1% level 
(16.28) (0.19) (India) 
Y = 29.71 + 0.53X2 r = 0.82 ^i^nificant at 1% level 
(12.41) (0.18) 
5) Industrial employment (Y), import of machinery (X^) 
Y = 81.71 + 0.19X2 r = 0.56 t-test significant at 5% level 
(69.53) (0.07) (Mexico) 
Y = 65.45 + 0.34X2 r = 0.96 t-test significant at 1% level 
(2.98) (0.02) (India) 
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6) Industrial employment (Y) import of machinery in previous year (Xj^) 
Y = 83.33 + O.ISX^ r = 0.57 t-test significant at 5% level 
(6.95) (0.07) (Mexico) 
Y = 69.29 + 0.35X^ r - 0.92 t-test significant at 1% level 
(39.79) (0.04) (India) 
7) Industrial output (Y), import of machinery (X^) 
Y = 30.85 + 0.77X^ r = 0.94 t-test significant at 1% level 
(7.10) (0.08) (Mexico) 
Y = 57.36 + 0.47(Xj^) r = 0.93 t-test significant at 1% level 
(5.46) (0.05) (India) 
Y = 15.39 + 0.99 r = 0.92 t-test significant at 1% level 
(12.06) (0.12) (U.A.R.) 
8) Industrial output (Y) import of machinery in previous year (X^ ) 
Y = 38.53 + 0.74X^ r = 0.94 t-test significant at 1% level 
(6.43) (0.07) (Mexico) 
Y = 59.78 + 0.51Xj^ r = 0.92 t-test significant at 1% level 
(5.59) (0.06) (India) 
9) Volume of exports (Y) and index of national income (Xj^) 
Y = 51.37 + 0.49X^ r = 0.94 t-test significant at 1% level 
(4.79) (0.05) (Mexico) 
Y = 77.13 + 0.33X- r = 0.51 t-test significant at 1% level 
(India) 
10) Volume of export (Y) and index of wholesale prices (Xj^) 
Y = 28.77 + 0.79X^ r = 0.67 t-test significant at 1% level 
(25.19) (0.24) (India) 
Y = 42.07 + 0.60X, r = 0.39 t-test not significant at 5% level 
(U.A.R.) 
•2:50 
11) Volume of export 
Y= 11.32 + 0.96X^ 
(1.93) (0.15) 
Y = 76.68 + 0.31X^ 
(18.34) (0.17) 
Y = -94.03 + 1.94%]^ 
(88.84) (0.86) 
12) Volume of export 
Y = 85.22 + 0.74X^ 
(10.24) (0.08) 
Y = 74.37 + 0.33X^ 
(28.75) (0.27) 
Y= 77.79 + 0.19X, 
(24.59) (0.22) 
13) Volume of export 
Y = 8.29 + 0.72Xj^ 
(10.20) (0.08) 
Y = 77.96 + 0.27 
(31.92) (0.30) 
(Y) and index of cost of living (X,) 
r = 0.86 t-test significant at 1% level 
(Mexico) 
r = 0.46 t-test not significant at 5% level 
(India) 
r = 0.54 t-test significant at 5% level 
(U.A.R.) 
(Y) and agricultural output (Xj^) 
r = 0.92 t-test significant at 1% level 
(Mexico) 
r = 0.33 t-test not significant at 5% level 
(India) 
r = 0.24 t-test not significant at 5% level 
(U.A.R.) - -
(Y) and food output (X^) 
r = 0.93 t-test significant at 1% level 
(Mexico) 
r = 0.27 t-test not significant at 5% level 
(India) 
